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If you have a direct or 
affiliated connection with 
MORTGAGE BANKING OR 
| BUI(DING AND LOAN 
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is available through an 
experienced stock fire company 
rated A+ (Excellent) by the 
Alfred M. Best Company, Inc. 
LIBERAL COMMISSIONS. 





\ For full details, write 
today fo: 











THE 


South Carolina Insurance Company 


ESTABLISHED 1910 


CAPITAL $1,000,000 
POLICYHOLDERS’ SURPLUS $2,000,000 





PALMETTO BLDG., COLUMBIA, S. C.—111 JOHN ST., NEW YORK, N. Y. 








4 FENCHURCH AVENUE, LONDON—39 AMALIEGADE, COPENHAGEN 
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BEST’S STOCK INDEX 








Easier to Sell | na! 


33 4 s s “ ' 
When you sell Harford Mutual fire iis ic ie al hn at nl cris iy aa ales Shes 


i EL ee 1953 . 
insurance, you sell one hundred ten rs _ ee ne 


year reputation for stability and & Cas. Stocks & Cas. Stocks 


g January 3! ..... 171.4 191.7 198.6 209.5 
prompt settlement of claims. Write February 29... 168.9 184.7 194.7 203.1 


; 1 : March 31 172.4 193.5 192.8 200.8 
today for full information regarding April 30 ...... 170.7 185.2 187.6 195.5 

aoe 176.0 189.4 187.8 194.9 
agency advantages. June 30 ........ 184.3 198.2 182.1 191.7 

OTE: cies asa 184.0 201.7 188.2 196.6 
August 31 ...... 187.2 198.8 185.9 185.2 
September 30 ... 185.4 194.9 188.9 185.4 


Ve HARFORD MUTUAL October 31 187.8 194.7 195.5 194.9 


November 30 196.8 203.8 207.6 196.6 


9 ; A. , : December 31 .. 204.2 211.0 


The index of 90 stocks is based on Standard & Poor's daily stock price 
indexes of 50 industrial, 20 railroad and 20 public utility stocks combined 
HOME OFFICE—BEL AIR, MARYLAND The 90 stocks and the 30 fire and casualty stocks were at 100 in June, 1944 





























BUILDING COST INDEX 








UNITED STATES 
CASUALTY COMPANY 


33348 35 36 «37 38 39 4O 4H 42 43 BY US 6 U7 WB 48 60 8: 682 


Bit Avg. Oct. Avg. Oct. 
a! 1939 1953 1939 
Casualty min ” Boston 210 587 Minneapolis 202 
New York 219 604 Kansas City 209 
Buffalo 205 612 St. Louis 208 
Baltimore 198 596 Atlanta 186 
Philadelphia 196 578 Dallas 171 
Pittsburgh 219 583 New Orleans 194 
Cincinnati 209 566 Denver 195 
Cleveland 206 586 Seattle 196 
Chicago 205 541 San Francisco 183 
Indianapolis 206 586 Los Angeles 167 551 


Detroit 208 616 — 
Home Office Milwaukee 209 610 National Average 200 584 


60 John Street New York City This index (1913 = 100) applies to construction only and does not in- 
clude building fixture items such as plumbing, heating, lighting, ‘sprinkler 
system, etc. It is based on average costs under normal conditions with no 
allowance for overtime, premiums on materials, or special conditions. It is 
the composite of four types of buildings, frame, brick, concrete and steel— 
and therefore should be used only as a trend as it is not applicable to 
specific buildings. 

















Furnished through the courtesy of American Appraisal Co. 
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INSURANCE STOCKS 


Bid Prices 


Furnished through the courtesy of The First Boston Corporation 


FIRE ANI CASUALTY COMPANIES 1953 Range Nov 
High Low 30,1955 


® 4 
Aetna Casualty & Surety Company .... 150 10814 140 
Aetna Insurance Company is 641, SOs, 5H, j % 
Agricultural Insurance Company (old) 91% 81 


Agricultural Insurance Company (new) .. : 27 31% 


American Alliance Insurance Company K 31 37 

American Automobile Insurance Company 52 43 48% Fas 
American Equitable Assurance Company.. 26% 29% 

American Insurance Company 26% 23% 26% 
American Re-Insurance Company 36 41 
American Surety Company 5314 60 

Automobile Insurance Company K 74 

Bankers & Shippers Insurance Company .. 53 
Boston Insurance Company ‘ 31% 


Camden Fire Insurance Association et 20% 
Continental Casualty Company 73 n 
Continental Insurance Company 821% 67 


Employers Group Associates ¥, 45, 
Employers Reinsurance Company 45% 
Federal Insurance Company (old) 95% 
Federal Insurance Company (new) 23% 
Fidelity & Deposit Company of Maryland 89% 77 
Fidelity-Phenix Fire Insurance Company. 5 67% 
Fire Association of Philadelphia : 61% 
Fireman's Fund Insurance Company 4 52 
Firemen’s Insurance Company—Newark .. 28% 2354 
General Reinsurance Corporation hy a4, 
Glens Falls Insurance Company 314 Hs] 
Globe & Republic Insurance Company ... 1514 
Globe & Rutgers Insurance Company ... 39, 324% 
Great American Insurance Company (ola) 

Great American Insurance Company (new) 

Hanover Fire Insurance Company 

Hartford Fire Insurance Company 

Hartford Steam Boiler Insp. & Ins. Co. 

Home Insurance Company 

Insurance Co. of North America (old) 

Insurance Co. of North America (new) 

Jersey Insurance Company of New York .. 

Kansas City Fire & Marine Insurance 

Maryland Casualty Company 

Massachusetts Bonding & Insurance Co. 

Merchants Fire Assurance Company 

Merchants & Mfrs. Fire Insurance Co 

National Casualty Company 

National Fire Insurance Company 

National Union Fire Insurance Company. . 

New Amsterdam Casualty Company 

New Hampshire Fire Insurance Company 

New York Fire Insurance Company 

Northern Insurance Company 

North River Insurance Company .. 

Northeastern Insurance Company of ‘Hart. 

Northwestern National Insurance Company 

Ohio Casualty Insurance Company (old) 

Ohio Casualty Insurance Company (new) 

Pacific Fire Insurance Company 

Pacific Indemnity Company 

Peerless Casualty Company 

Phoenix Insurance Company 

Providence Washington Insurance Co. ... 

Providence Washington Insurance Co. Pfd. 

Reinsurance Corporation of New York ... 

Republic Insurance Company—Texas 

St. Paul Fire & Marine Insurance Co. 

Seaboard Surety Company (old) 

Seaboard Surety Company (new) 

Security Insurance Company—New Haven 

Springfield Fire & Marine Insurance Co 


42 4 
Standard Accident Insurance Company ... 88 iru MINOUS Casy UAL 
U. S. Fidelity & Guaranty Company (old) _ OARPORATIQ Ty 
U. S. Fidelity & Guaranty Company (new) C N 

UV. S. Fire Insurance Company 
Westchester Fire Insurance Company 














LIFE COMPANIES 


Aetna Life Insurance Company (old) 
Aetna Life Insurance Company (new) 


Colonial Life Insurance Company ves - : ROCK ISLAND, 


Columbian National Life Insurance Co. L 

Connecticut General Life Insurance Co. .. , ILLINOIS 
Continental Assurance Company ! 
Franklin Life Insurance Company (old).. 

Franklin Life Insurance Company (new). 

Jefferson Standard Life Insurance Co. 

Kansas City Life Insurance Company 

Life and Casualty Insurance Co. (new) ... 

Life and Casualty Insurance Co. (old) 

Life Insurance Company of Virginia 

Lincoln National Life Insurance Company 

Monumental Life Insurance Company .... 

National Life & Accident Insurance Co. .. 

Travelers Insurance Company 
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This rather new type of insurance has never been 
widely sold. Yet there are many prospects in every 
business and profession. Practically all your com- 
mercial, industrial and professional clients need either 
or both—Valuable Papers or Records Insurance and 
Accounts Receivable Insurance. 


Valuable Records 


It’s truly hard to think of a way of earning a living 
that doesn’t involve some records or papers which it 
would be costly in both materials and labor to replace. 
Basically there are all types of files and lists and ref- 
erences. There are maps and charts, diagrams and 
drawings—to say nothing of documents such as deeds, 
abstracts and mortgages 


Accounts Receivable 
Most businesses have four major insurable assets in 
their financial statements: real property, furniture and 
fixtures, inventory and accounts receivable. Business- 
men routinely insure the first three. But the fourth 
one, the nearest of all to cash, and usually the largest 
er second largest of the four, is often left uninsured. 


Yet experience shows that if accounts receivable rec- 
ords are lost or destroyed, less than half are collected. 


Low Cost — All Risk 
These forms take fire insurance rates with certain 
loadings and deductions. Yet they are all risk contracts. 
All the ECE hazards, and many others not in the ECE, 
are thrown in for good measure. Actually most fire 
policies exclude records and papers. These are strong 
selling points. . 


New Promotion Plan—Get FREE COPY 


In the new issue of our Agency Sales Bulletin we tell 
what the contracts cover, how to build a prospect 
list and how to advertise and sell these two lines for 
which you have so many prospects. There’s a sug- 
gested letter to send to the prospects and a new, 
attractive, three-color folder to send with the letter. 
We'll be glad to send you this material, without cost 
or obligation. Ask your secretary to complete and 
return the coupon, today. It may well lead to a sub- 
stantial increase in business for vour agency. 


- Qounily INSURANCE COMPANY OF NEW HAVEN 


FOUNDED 
1941 THE 


FIRE e 


Security-Connecticut Companies, Dept. 37C, New Haven, Conn. 
Please mail me 


NAME 


(Please Print ) 
AGENCY 


STREET 
CITY OR TOWN 


Feereeeeeeeeese 


MARINE 
HOME OFFICES: New Haven, Connecticut 


without cost or obligation, your new Agency Sales Bulletin on Valuable Pavers 
and Accounts Receivable Insurance, and a sample of your new folder on this subject. 


STATE 


INDEMNITY COMPANY 


° CASUALTY . BONDS 
PACIFIC DEPTS: 248 Battery Street, San Francisco, Calif 
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FIRE AND CASUALTY EDITION 


VOLUME 54, NO. 8 


Leading Features . 


EDITORIAL 


The Editors’ Corner 
Pitfalls in Financial Statements 
Mutual Operating Expenses 


MANAGEMENT & GENERAL 
Termination of an Agency—(John F. Neville) 
How High a Limit? —(Robert L. Braddock) 
The Influence of Supervision—(Spalding Southall) 
The Future of Automobile Insurance (A. Lynn Minzey) 
Profits and Safety—(J. Dewey Dorsett) 
Construing Auto Policies (Edward F. Earle) 
Coverage Trends—(J. F. Follmann Jr.) 
The Judge Says—(Thomas E. Lipscomb) 
Accident vs. Occurrence—(John M. Briggs) 


OFFICE METHODS 


Modern Aids to Office Efficiency 

Christmas Legends 

Attitude? Bah! Humbug!—(Guy Fergason) 
Better Letters—(Richard H. Morris) 
Booklets 

Work Simplification—(W. Carl Johnson) 

A Woman's Touch—(Mrs. L. A. Lundy Jr.) 
Office Equipment Directory 


SALES & EDUCATION 


What Makes America Great—(Merle Thorpe) 
Education in Insurance—(Cameron S. Toole) 

The Selling Parade—(Charles B. Roth) 

Business Builders—(M. H. Blackburn) 

Quiz of the Month—(Insurance Society) 

Selling Tips from the Home Office 

C.P.C.U. Questions & Answers—(American Institute) 


MISCELLANEOUS 


Accident & Health Developments 
Behind the Losses 

Best's Stock Index, Insurance Stock Quotations 
Buyers’ Round Table 

Company Developments 

Conventions Ahead 

Fire Losses 

Home Office and Field Appointments 
Legal Spotlight 

Loss Control 

Loss Logic 

New Publications 

Reports on Companies 
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SCHROEDER HOTELS 


HOTEL SCHROEDER 
Milwaukee, Wis 


HOTEL NORTHLAND 
Green Bay, Wis 


HOTEL WAUSAU 
Wausau, Wis 


HOTEL DULUTH 
Duluth, Minn 


HOTEL ASTOR 
Milwaukee, Wis 


HOTEL RETLAW 
Fond du Lac, Wis. 


HOTEL LORAINE 
Madison, Wis. 


HOTEL CALUMET 
Fond du Lac, Wis. 


HOTEL VINCENT 
Benton Harbor, Mich. 


WALTER SCHROEDER, PRES. 


We aim to serve our many Insurance Company 
friends, executives and agents. 
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COMPANY DEVELOPMENTS 


SUMMARY of the insurance company developments 
throughout the United States and Canada in recent months 
appears hereafter. This summary includes notices of examina- 
tions conducted, and also new, licensed and retired companies. 


ARKANSAS Admitted 
Belk Stores Ins. Reciprocal Charlotte, N. ¢ 
OS OB Og © ee Huntington, W. Va. 
London & Lancashire Ind. Co. ............ New York, N. Y. 


CALIFORNIA Admitted 


American Live Stock Ins. Co. ............. .Geneva, Ll 


COLORADO Admitted 
Queen City Fire Ins. Co. ................ Sioux Falls, S. D 


CONNECTICUT Admitted 
ee Ss ree ak en ae Columbia, S. ( 


Reinsured 
What Cheer Mutual Fire Ins. Co. ........ Providence, R. 1. 


DELAWARE Admitted 
Selective Auto and Fire Ins. Co. of America .. Seattle, Wash. 
ILLINOIS Incorporated 
NN TELS, |. 5. ok sac cceencesdiies cei is .Chicago, Ill 
Licensed 
Central Security Mutual Ins. Co. .......... .. Chicago, Il 


INDIANA Admitted 
Health Service incorporated 
Insurance Company of Texas 


IOWA Admitted 
Transatlantic Reinsurance Co. ............ New York, N. Y 


KANSAS Admitted 
American National Fire Ins. Co. .......... New York, N. Y 
Birmingham Fire Ins. Co. ................ Birmingham, Ala 
MNS TUBS GUN cn ccc avaccwaleeeaeet Los Angeles, Cal. 


KENTUCKY Admitted 
Fire and Casualty Ins. Co. of Conn. ........ Hartford, Conn. 


MAINE Examined 
Fryeburg Mutual Fire Ins. Co. .............. Fryeburg, 
Sawer: mermnl Five Tne. GO. ao ces ccs cen ceseenai Lovell, 


Chicago, Ll 
Dallas, Texas 


Me. 
Me. 


MARYLAND Licensed 
Insurance’ Underwriters Exchange 
Examined 

CN Ce ib ks gab ksae eves Baltimore, 
Pree and Deposit Cb. oi.c.cccntsades ean Baltimore, 


MICHIGAN Admitted 
All American Casualty Co. .......ccccssccee: Chicago, Il. 
American Merchants Mutual Ins. Co. .... Minneapolis, Minn. 
Federal Mutual Casualty Co. .............. Milwaukee, Wis. 


MINNESOTA Admitted 
a re ee reere Los Angeles, Cal. 
ee Ne BS. GO, nv cca cccvensens viens Columbia, S. C. 


MISSOURI Admitted 
American Marine and General Ins. Co. ...... New York, N. Y. 
Selective Auto and Fire Ins. Co. of America ..Seattle, Wash. 


MONTANA Admitted 
SS B® rere ee errr Los Angeles. Cal. 
Selective Auto and Fire Ins. Co. of America ..Seattle, Wash. 
EE RCRD, - 3 oka vavasaess tareed ove New York, N. Y. 


NEW JERSEY Admitted 
Selective Auto and Fire Ins. Co. of America 


NEW YORK Examined 
Franklin National Ins. Co. .............. New York, N. Y. 
Merchants and Manufacturers Ins. Co. .... New York, N. Y 
eee ee Serer New York, N. Y. 
>» a 


Md. 


Baltimore, 


Md. 
Md. 


.. Seattle, Wash 


New York Printers and Bookbinders Mut. Ins. Co. 
New York, N. 


Best’s Fire and Casualty News 





Niagara and Erie Co. Farmers’ Protective Assn. 
North Tonawanda, N 
Transcontinental Ins. Co. New York, N 
NORTH CAROLINA Admitted 
London & Lancashire Ind. Co. ... New York, N. 
National Farmers Union Property and Cas. Co. 
Salt Lake City, Utah 
Sterling Fire Ins. Co. . Cobleskill, N. Y. 
NORTH DAKOTA Admitted 
ee Sd Se ar re Miami, Fla. 
Lio 2 a ee rere New York, N. Y. 


OHIO Admitted ‘ 
American Mercury Ins. Co. ............. Washington, D. C. 
Equity General Ins. Co. ........ weetas oN ee Miami, Fla. 

Examined 
Buckeye Union Casualty Co. ............... Columbus, Ohio 
Buckeye Union Fire Ins. Co. .............. Columbus, Ohio 


PENNSYLVANIA Examined 

Amish Mutual Fire Ins. Assn. ............. Parkesburg, Pa. 
Centennial Mutual Fire Ins. Co. .......... Shippensburg, Pa. 
Farmers and Mechanics Mutual Fire Ins. Co. 

Landisburg, 
Husbandman’s Mutual Fire Ins. Co. ...... Port Royal, 
Juniata Farmers’ Mutual Fire Ins. Co. ...McAlisterville, 
Southern Mutual Ins. Co, ...............66: Quarryville, 


RHODE ISLAND 
Affiliated Underwriters Port Chester, 
American Exchange Underwriters Port Chester, } 
Fireproof-Sprinklered Underwriters ....Port Chester, 
Individual Underwriters Port Chester, 
Metropolitan Inter-Insurers Port Chester, 
New York Reciprocal Underwriters ....Port Chester, 

Examined 


Amie F UE: Tes Cae occa eet cack Providence, R. I. 


SOUTH CAROLINA — Examined : 
American Mutual Fire Ins. Co. Charleston, S. C. 
Bawtanes Pe tes. CO. .... -cancdsccues + Charleston, S. C. 


TENNESSEE Licensed 
Old Hickory Ins. Exchange ...... 


Admitted 


.+..... Nashville, Tenn. 


TEXAS Reinsured 
RGM SOR ss, tien une cadewepece San Antonio, Texas 


WASHINGTON Licensed 
Selective Auto and Fire Ins. Co. of America ..Seattle, Wash. 
Admitted 
American Live Stock Ins. Co. .......y.scccsess Geneva, Ill. 
American Marine and General Ins. Co. ....New York, N. Y 
Fire and Casualty Ins. Co. of Conn. ...... Hartford, Conn. 


WISCONSIN Admitted 
American Marine and General Ins. Co. ..New York, N. Y. 


WYOMING Admitted 
London & Lancashire Ins. Co. ............ New York, N. Y 
Millbank Mutual Insurance Co. ........... Millbank, S. D 


ALASKA Admitted 
Fire and Casualty Ins. Co. of Conn. ........ Hartford, Conn 


HAWAII Admitted 


Bankers Life and Casualty Co. ..Chicago, Il 


MANITOBA Admitted 


United States Fire Ins. Co. ............ New York, N. Y 


CONVENTIONS AHEAD 


DECEMBER 


14-15 Association of Oregon Farm Mutuals, annual meeting, 
Woodburn. 


16 Eastern Underwriters Association, annual meeting, Roosevelt 
Hotel, New York, New York. 


For December, 1953 


AUTOMOBILE 
FIRE & EXTENDED COVERAGE 








THE 
AMERICAN PLAN CORPORATION 


UNITED STATES AUTOMOBILE 
PHYSICAL DAMAGE MANAGERS 


AMERICAN FIDELITY 
FIRE INSURANCE COMPANY 


NEW YORK, NEW YORK 


Specialists in Financed Automobile Risks 


Mark M. Hart, President 
44 WALL ST. NEW YORK 5, N. Y. 











BETTER PROTECTION AT LOWER COST 


tarouck GOMBINATIONS or 


ant Cédomdiéc PROTECTION SERVICES 


>» BURGLARY, HOLDUP 
ES: and 
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Progressive business organizations from coast to coast are improving their 
protection and saving money through combinations of ADT Automatic Pro- 
tection Services, which make it possible to discard old-fashioned and more 
costly protection methods. 


ADT Automatic Protection Services eliminate dependence on the fallible 
human element by safeguarding property and profits with systems which 
stand guard 24 hours a day, every day in the year, to detect and report trouble 
conditions automatically. 


An ADT representative will be glad to survey your premises and to show 
you how these services can be applied. Telephone the nearest ADT Central 
Station or write to our New York Executive Offices. 


® Controlled Companies of 


AMERICAN DISTRICT TELEGRAPH COMPANY 
155 Sixth Avenue, New York 13, WN. Y. 


CENTRAL STATIONS IN PRINCIPAL CITIES 





Ai EDITORS 
ORNER 


*** With insurance companies filing complete financial 
statements only once a year there is an understandable 
increase in interest regarding their financial position at 
the end of each calendar year. In the article, Pitfalls in 
Financial Statements, on page 15 we point out some of 
the current misconceptions in statement analysis and 
outline the fundamentals we employ in analyzing and 
rating individual companies. 


*** Students of insurance, executives and progressive 
agents are all vitally concerned today with the auto- 
mobile lines of insurance. They are probably the most 
competitive lines written despite the recent poor experi- 
ence of some companies. It is in these lines that we 
have seen the most experimentation and changes in 
marketing techniques. On page 33 are one man’s ideas 
on The Future of Automobile Insurance. 


*** In construing motor vehicle liability policies under 
the financial responsibility laws of the various states, 
the courts have been most liberal in favor of the injured 
party and the general public. This liberal construction 
plus the greatly increased percentage of voluntarily in- 
sured automobiles has materially decreased the number 
of uncompensated injuries resulting from the acts of 
reckless and financially irresponsible motorists. The 
article on page 85 documents this policy of Comstruing 
Auto Policies for the greatest benefit of the greatest 
number. 


*** The problem as to whether insurance policies 
should continue to be written on a “caused by accident” 
basis or should be written on an “occurrence” basis has 
centered mainly on the field of products liability cover- 
age. One source of difficulty is that the lack of a body 
of judicial decisions construing the meaning of the word 
“occurrence” has made it hard to tell exactly what the 
extent of coverage under such a policy would be. On 
page 103 is a comprehensive examination of the Acci 
dent vs. Occurrence controversy. 


For December, 1953 


DECEMBER, 1953 


*** Recognizing the widespread interest generated by 
John Appleman’s article in the Reader’s Digest on 
accident and health insurance, we published, in our 
November issue, the memorandum prepared by the 
Health and Accident Underwriters Conference on that 
article and Mr, Appleman’s defense of his views. In 
his rebuttal Mr. Appleman had occasion to quote briefly 
from remarks addressed to the 1950 annual meeting of 
the International Claim Association by Mr. V. J. Skutt, 
president of the Mutual Benefit Health and Accident 
Association. 

Mr. Appleman quoted an incomplete excerpt from 
Mr. Skutt’s remarks and it is necessary, to properly 
develop the point Mr. Skutt was making, that a more 
complete quotation be given. Mr. Skutt noted that 
there are four factors to be taken into consideration when 
a claim is presented: (1) The language of the policy, 
(2) The cause of the claim, (3) The statutory and 
judicial law applicable to it and (4) The economic or 
other outside influences affecting liability. He con- 
tinued: “Recognizing that the suggestion of some for- 
mula or general rule is very much over-simplifying the 
meticulous task of determining liability in doubtful cases, 
it is nevertheless desirable to begin with some sort of a 
general plan to chart a course of procedure, because 
well over ninety percent or thereabouts of our claims 
don’t require any great deal of investigation or study 
except the first observation under these four factors 
and they are paid; but it is these doubtful ones, these 
questionable ones, that cause our headaches in this 
business. So I think we ought to agree on sort of a 
pattern or course of procedure in reviewing these and 
I have suggested that we are confronted, in determining 
that course of procedure, by three alternatives—by a 
Firm position, or a Foolish position, or a Fair position. 

“To apply technical bases of forfeiture or litigate to 
the bitter end some debatable, albeit reasonable, defense, 
is to be Firm. To ignore some questions affecting 
liability, or to surrender any valuable legal rights merely 
because of threatened litigation or complaint or difficult) 
is to be Foolish. To endeavor to see that each policy 
owner is paid every dollar to which he is entitled 
frequently distinguished from that which he may ask 
and to undertake the peaceful and friendly adjustment of 
differences regarding liability or the extent thereof, is 
to be Fair. 

“That company which follows the policy of firmness 
will be involved in much avoidable litigation and 
unnecessary controversies adversely affecting the con 
fidence of its policyowners and the public. The progress 
of a company adhering to such a program will be 
retarded. 

“The company whose claim department follows the 
course which I have defined as Foolish will eventually 
become insolvent. 

“The company whose claim personnel endeavors to 
be Fair as defined in this discussion will fulfill its 
obligation to the insured public on a sound and satis 
factory basis and will grow and prosper accordingly.” 





WE’RE TELLING 


187,000 PRESIDENTS ABOUT YOU 


with full page, full color advertisements in national magazines 


me (Vie; 
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With the tremendous circulation (21,000,000 
readers) of all these national magazines, think 
of the number of business leaders and executives 

right in your own community—who will read 
this advertisement. Many of these readers are 
your policyholders today—your potential clients 
of tomorrow. 


Yes, we're telling businessmen about the job you 
can do for them... selling them on the service 
that you offer to protect their properties. 


Much of The Home's century-old reputation for 
giving full support to its agents has been built 
up by the constructive assistance of fieldmen and 
engineers. No matter how technical the problem 
you may encounter in a survey, call on these ex- 
perts at The Home. 


* THE HOME * 
Susuronce Company 


Home Office: 59 Maiden Lane, New York 8, N.Y. 


FIRE * AUTOMOBILE * MARINE 


The Home Ind ity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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Meet your HOMEtown Insurance Agent 





“11'S LIKE HAVING AN EXTRA EXECUTIVE!” 


How the Insurance Agent 
serves business 


A lot of businessmen in your own community | 
feel that way about your Home Insurance 
agent. They seek his advice and respect 
his judgment on problems of insurance 
protection. They know from pleasant 
experience that he is qualified by 
training, ability, and sincere interest 

to help them. You can depend on your 
insurance agent—just as you depend 

on your lawyer, accountant, and other 
key men. You need this “extra 

executive” in your business! 


Your “insurance architect”—your 
agent—can design a plan to fit your plant 
and your business requirements exactly. 
It’s good sense and good business to 
help him serve you. Back of him are all 
the broad facilities and experience of 
The Home—all “at your service!” 


Your HOMEtown Agent can serve 
you well—see him now! 


* 


For more than a century, Home policies have provided 
protection in every industry and in every part of the nation. 
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* THE HOME * 
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Home Office: 59 Maiden Lane, New York 8, N. Y. 


FIRE + AUTOMOBILE ~- MARINE 


The Home indemnity Company, an affiliate, writes 
Casualty insurance, Fidelity and Surety Bonds 


America’s leading insurance protector of American homes and the homes of American industry. 
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PETRALLS? TN FINANCIAL, SPYTEMENTS 


MINCE the turn of the century the and casu- 
alty business has grown from an industry of about 
bw /half a billion dollars in assets and less than a 
quarter of a billion in premiums (mostly fire) to one 
with nearly $15 billion in assets and $734 billion in 
premiums. This latter figure does not include more 
than $2 billion accident and health and hospitalization 
business underwritten by life insurance companies and 
hospital service or medical care plans. 

Competition is keen in the insurance business and 
every year new Carriers enter the field and others retire. 
Since we have been watching the fire and casualty 
business, some 4,500 new carriers have come into being 
while about 3,500 have retired. This net gain of about 
1,000 companies brings the current total to nearly 3,500. 
Therefore, approximately as many carriers have re- 
tired from business in the last fifty vears as are now 
engaged in it. 


Importance of Economic Factors 


The insurance business is where it is today because 
of underlying fundamental economic factors. The most 
important single factor in recent years has been in- 
tangible, elusive, creeping in character—a menace to the 
industry and to all of us—inflation! It can do more 
damage than any catastrophe and it cannot be reinsured. 
Inflation has been with us for a long time. In its 
present cycle of war and war preparedness, it has made 
startling inroads. Our net public debt has risen from 
$46 billion in 1939 to nearly the present legal debt limit 
of $275 billion, just to mention one index. The pur- 
chasing power of the 1939 dollar is down to 53 cents. 
But just what has inflation done to the insurance com- 
panies? How have they coped with it? Where do they 
go from here? Whether stock or mutual, fire or 
casualty they have faced common problems born of 
inflation. 

In 1939 assets of the fire and casualty carriers of all 
classes were under $5 billion, today they total nearly 
$16% billion. Policyholders’ surplus in 1939 was $2/% 
billion, now it is $6.3 billion. Premium volume jumped 
from $2 billion to $8.7 billion, It sounds wonderful 
doesn't it? That is until we evaluate some of these 
figures. On a deflated basis, in terms of 1939 dollars, 
assets increased by more than $2 billion and_policy- 
holders’ surplus by considerably less than $1 billion. 
Stated another way, in 1939 there was $1.10 of policy 
holders’ surplus for each $1 of liability, while today 
there is only 60 cents of such surplus for each $1 of 
liability. Likewise, in 1939 there was about $1.25 of 
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policyhold@S surplus for each $1 of premium under 
written, while today there is only 70 cents of such sur 
plus for each $1 of premium. 

This record growth subjected the whole industry to 
acute growing pains. [Expansion in any field 
money, but the statutory requirement of maintaining 
a full unearned premium reserve places an added burden 
on rapid growth in the insurance field. It very 
largely the necessity of building the unearned premiums 
from $1 billion to over $5 billion that caused policy 
holders’ surplus to decline in relation to liabilities from 
$1.10 per $1 liability to 60 cents. Of course, many 
carriers, particularly those writing casualty lines, are 
below the industry averages. This relative decline took 
place despite very substantial appreciation in invest 
ment portfolios and the addition of several hundred 
million dollars of capital funds through new financing. 
It makes it a little easier to see why there was a capacity 
problem on some lines and why some carriers have 
found it 
ments, 


costs 


Was 


necessary to restrict underwriting commit 

While the fire business felt the impact of inflation im 
mediately through rising losses and was able to cope 
with it, largely by prevailing upon policyholders to 
carry proper insurance to value, the situation in the 
casualty field was very different and potentially much 
more dangerous. In many casualty lines it was a ques 
tion of proper rates rather than adequate amounts of 
insurance. With a lag of up to two years in the basi 
rate-making structure and a lag of another year before 
rate changes became fully reflected in underwriting 
experience, the companies faced serious underwriting 
trouble. Moreover, as the volume of business increased 
and the relative surplus went down, the question of 
underwriting profit or loss assumed increasing im 
portance, 


Business Not Over-Capitalized 


The insurance industry has done a remarkably good 
job in meeting the many problems of inflation, and it is 
a source of satisfaction that so fine a record has been 
made in keeping pace with the increasing insurance 
needs of the public. It has grown to impressive size, 
has done a splendid job and has won the confidence of 
the whole country in its integrity and its capacity for 
valuable service. However, it entered the inflationary 
period in what many people at the time considered to 
be an over-capitalized position. That was indeed fortu 
nate could met the 
It is certainly not over 


because otherwise it never have 


problems so successfully. 





capitalized today. The future will bring new problems 
and although the industry will continue to give a good 
account of itself some individual carrier may run into 
trouble, 

How then can we evaluate some of these future trends 
and spot some of the pitfalls in individual statements ? 
Convention form statements, required by the various 
state insurance departments, contain a wealth of in- 
formation not only as to assets and liabilities, income 
and disbursements, underwriting and investments but 
important supporting schedules listing assets in great 
detail, purchases and sales of securities, the setting up 
and run-off of loss reserves, allocation of expenses by 
classes of business, reinsurance and even the monthly 
cash balances carried in each bank of deposit. Complete 
as these statements are, they require understanding 
and interpretation just as any other financial statement. 


Evaluation of Statements 


Statements which at first glance look very much alike 
often turn out to be quite different on further analysis. 
Likewise, statements that appear at first to be unlike 
are often quite similar. In fact, the art of analysis may 
be illustrated by the well-known optical illusion which 
forms part of the title of this article. 

Although the top horizontal line appears to be longer, 
it is actually the same length as the lower line. In 
analyzing a statement, we must distinguish between 
the factors that make an item appear larger and those 
that make it appear smaller 

Some current misconceptions and over-emphasis on 
rule-of-thumb methods are a case in point. Take for 
example, the much bandied ratio of premium writings 
to policyholders’ surplus, or to unearned premiums, 
or to anything else. One company writing mainly term 
business may well have unearned premiums of one and 
a half times its annual net writings, while a company 
with similar risks on a yearly or installment basis may 
have unearned premiums of less than half its net volume. 
The pitfall, or point to remember, is that the first 
company has three times as much equity in its un- 
earned reserve as the second carrier. 

In the last few years we have seen many examples of 
rising premium volume which increased unearned 
premium reserves and reduced surplus, The rule-of- 
thumb ratios indicated a deterioration in financial 
position, Actually, the financial position was greatly 
improved because it reflected either an increase in the 
face amount of policies to bring about a more realistic 
relationship of insurance to value or rate increases. The 
company underwrote the same insurance risks but it 
received more premiums and turned an underwriting 
deficit into an underwriting profit, Any rule-of-thumb 
method must be carefully qualified and used with cau- 
tion to avoid pitfalls 

As a jumping off place in our search for pitfalls in 
financial statements, let us start with some of the 
fundamentals we employ in analyzing individual com- 
panies. We begin our analysis very much as anyone 
would analyze the position of any business by determin- 
ing what the company really owes and how much addi- 
tional it holds in sound assets. In short, what is its true 
“net worth.” 
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With assets valued strictly in accordance with rulings 
of the National Association of Insurance Commissioners 
and excluding such items as overdue premium balances, 
furniture and fixtures, etc., we have very little occasion 
to alter their stated value. However, we do break them 
down into three main classifications to evaluate them 
as to quality and liquidity in relation to outstanding 
liabilities, In our rating system, we do not penalize a 
company if it has ample conservative liquid assets to 
more than cover all liabilities. Penalties accrue rapidly, 
however, when a portion of liabilities is covered by 
assets likely to fluctuate widely in value, assets difficult 
to turn into cash, any too large single investment or a 
series of investments subject to one type of investment 
hazard. 

Surplus to policyholders is an item that usually re- 
quires adjustment. It is increased by so-called condi- 
tional reserve funds which, for technical or statutory 
reasons, companies carry in their statements as liabil- 
ities. Such funds include unauthorized reinsurance, 
excess of formula loss reserves over “case’’ reserves, 
dividends undeclared and all other reserves established 
arbitrarily or in compliance with statutory regulations. 
Surplus is also adjusted for any estimated equity or 
shortage in loss reserves. This is a very important item 
because if the claim reserves are either too low or too 
high a fictitious appearance of underwriting profit or loss 
may be created, [-valuating loss reserves is a very tricky 
and intricate matter which involves the study of sched- 
ules appearing in the large Convention form annual 
statements. 


Equity in Unearned Premiums 


Then, equity in unearned premiums must be de- 
termined. An equity exists in the unearned premium 
reserve because it is calculated upon the entire amount 
of the premiums of all policies in force at the statement 
date. Since the premiums are normally sufficient to ab- 
sorb both losses and expenses, it follows that every well- 
managed company has an equity which will be realized 
in the run-off of the business equal to that portion of 
unearned premiums not needed to meet future claims. 
For rating purposes we estimate the equity based upon 
average loss ratios with a 10% safety factor. The equity 
fluctuates from year to year and may vary from say 
20% on workmen’s compensation to 50% on fidelity 
and surety. However, a practical conservative estimate 
often used is 40% for carriers writing predominantly 
fire lines and 35% for carriers engaged primarily in 
the casualty business. 

It is apparent that what we do, in this first step, is to 
establish on a conservative basis the net worth of each 
company, the excess assets over the amount which would 
be required to pay all of its debts, including the rein- 
surance of its business. 

It is essential for the proper protection of policy- 
holders that insurance companies always maintain a 
rather substantial excess of assets over liabilities not 
only to assure flexibility of operation but as a buffer 
to absorb the shock of unusual losses. These losses may 
arise from either the underwriting or investment end 
of the business. While there have been no serious 
general investment losses since the depression of the 
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Helping the ‘twain’ to meet 


The impressive Chesapeake Bay 


Bridge, 
which now links the eastern and western shores 
of Maryland, has reduced a journey which once 
took hours to a maiter of minutes. This multi- 


million dollar structure measures 4.3 miles from 


shore to shore, with 3 additional miles of 


approaching roadways. 


So vast an undertaking required the combined 


Over fen thousand agents. . 


skills of every segment of the construction in- 
dustry — designers and engineers, contractors 
and builders — and of the banking and insurance 


industries which supported the venture. 
Plaving a major role in the project, U.S.F.&G. 

provided a variety of casualty insurance and 

surety bond coverages and thus helped the 


twain to meet. 


. there's one in your community. 


Consult him as you would your doctor or lawyer. 


x S.| 


an th nations tana 


CASUALTY- FIRE 
INSURANCE 


af \ FIDELITY-SURETY 
BONDS 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 





early 1930's, there are recent examples of underwriting 
losses. The November, 1950 hurricane with its million 
a half claims aggregating some $150 million in 
losses is a case in point in the fire field, while the situa- 
tion in automobile insurance is certainly a_ striking 
example in the casualty field where $180 million was 
lost by stock carriers alone in 1951 and 1952 on auto 
halnlity and property damage classifications, 


and 


Ascertaining Net Liabilities 


The next step is to determine the figure with which 
net worth is to be compared, to ascertain what we call 
“net liabilities.” This item is statement liabilities, less 
equity in unearned premiums and less equity or plus 
shortage in claim reseryes. However, before testing 
the adequacy of net worth in relation to net liabilities, we 
evaluate the liability items and make several 
For example,, we recognize that 
certain types of liabilities require no surplus protection 
because they are not subject to increase. It is only 
necessary that the company have sufficient assets to 
cover them be dividends declared in De- 
cember but payable in January, premium taxes and 
similar items. Such items we eliminate from the state- 
ment liabilities. 


various 
further adjustments. 


These may 


Despite our best efforts to evaluate claim reserves, 
it is necessary to recognize that they may still prove 
inadequate before the claims are finally liquidated. 
‘rom study and experience, we believe that a safety 
loading of 25% of the claim reserves as adjusted by us, 
and the deduction of that loading from the net worth, 
is a sufficient test for judging the adequacy of surplus. 
All that remains of the net worth is then, under our 
system, applicable for the protection of underwriting 
exposure and is compared with the probable run-off 
claim cost of the business in force, gauged by the re- 
cent past experience of the company. However, in the 
case of which under 
which they do not collect the premiums until they are 


companies operate on a_ basis 
earned and, therefore, have little or no unearned re- 
We substi 


year’s ;osses in all cases 


serves, additional adjustment is required. 
tute our half 
in which it exceeds the estimated run-off cost of the 
unearned premiums. We adopted this procedure many 
years ago, after very careful study, and in practice it 
appears to be quite accurate 


estimate Of a 


In addition, there are significant differences 


Some classes of busi- 


many 
among companies to consider. 
ness are inherently more hazardous than others or are 
subject to rather wide swings in loss experience ; one 
company may have an excellent spread of business by 
territory and by class, while another may specialize or 
concentrate its risks in a single class or locality ; differ- 
ent investment policies are followed, ranging from the 
ultra conservative to the more speculative; varying 


reinsurance arrangements are in force which materially 
alter the impact of catastrophe losses, 


This matter of spread of risk goes right to the funda- 
mentals of insurance. Not only is it desirable to secure 
sufficient spread within a class of business and _ ter- 
ritorially but business among 
several classes. Experience has shown that all lines of 
business never g Automobile 
experience may be bad but accident and health or fire 


18 


also diversification of 


oO sour at the same time. 


and allied lines good. Most lines of insurance have their 
cyclical ups and downs, but these do not coincide with 
the ups and downs of other lines. Multiple line under- 
writing is therefore in the interest of policyholders 
because carriers with a greater spread of liability and a 
diversified business gain stability. Obviously, the same 
rule-of-thumb relationship of premiums to surplus 
should not be applied. 

Moreover, there are participating companies and 
non-participating, those which obtain business dlirect 
and those which operate through agents. In addition, 
some insurance institutions operate on plans which 
vary widely from those in general use. To illustrate 
a company may write only workmen’s compensation 
business, most or all of which is on a monthly premium 
basis, so that there exists little or no unearned premium 
liability. As it has no unearned premium liability, there 
is, of course, no unearned premium reserve and, there- 
fore, no unearned equity. This is also the type of 
operation, mentioned above, for which we substitute our 
estimate of a half year’s losses for the run-off cost of 
the unearned premiums. 


Importance of Underwriting 


Then, regardless of what plan of operation a 
carrier may follow, final operating results may vary 
widely. Two companies may present identical state- 
ments—one million dollars surplus, one million dollars 
unearned premiums and two million dollars annual 
premium writing. At first glance they appear of equal 
strength. The fact is, however, that one is much 
stronger than the other for the reason that its combined 
loss and expense ratio averages 85%, while the average 
of the other company exceeds 100%. The first com- 
pany not only has a higher estimated equity in its one 
million dollar unearned premium reserve but has added 
materially to its surplus each year, while the second 
company has been eating into its surplus because of its 
unprofitable operations. For practical purposes, the 
profitably operated carrier is at least twice as strong 
as the other. Moreover, a company which is making a 
very satisfactory underwriting profit can safely write 
a larger volume of business in proportion to its total 
surplus funds than another company showing poorer 
underwriting results. 

Probably the best way to explain why we use certain 
ratios and make specific comparisons in measuring this 
vital factor of underwriting is to set up a_ simple 
hypothetical case and trace the course of a premium 
dollar through the accounts of a company, With the 
danger of possible over-simplification, let us assume 
that on June 30th a fire insurance policy is written to 
cover a period of five years for a total premium of $10, 
OOO. Immediately the company sets up an asset of 
$10,000 agents’ balances due and a liability of $10,000 
reserve for unearned premiums. However, the agent 
gets his commission not over the term of the policy but at 
once, so the company enters the account commissions 
paid $2,500 (assuming a flat 25% commission cost). In 
addition to the agent’s commission, other expenses are 
incurred in connection with the acquisition of the busi- 
ness, such as state premium taxes, the cost of placing 
the business on the books, overhead, etc. These addi- 
tional expenses may run to $1,500 which, together with 
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The shot that wasn’t in the script! 


For December, 


1953 


On location in Indo-China, an American motion pic- 
ture company put its latest film footage on the train to 
Saigon. It was the “big scene” of a major production. 

The train crept around a curve —and stopped 
abruptly. Facing it was a formidable pile of rock, and 
an even more formidable squad of bandits. As the 
train crew came out, one bandit fired a shot through 
the baggage car to hurry them up. The random bullet 

ignited the undeveloped film. It was good-by film 
— and good-by train! 
The “big scene” had to be completely re-shot. 
Cast, cameramen and technicians had to be re- 
assembled. Weeks were lost forever from the pro- 
duction schedule. 

That stray shot could have drilled an enormous hole 
in the film company’s budget. But they had American 
insurance—obtained through American International 
Underwriters by their Los Angeles broker! They re- 
covered every dollar! 

The broker who can furnish that kind of overseas 
protection has no worry about keeping his account. 
And any broker can do it. 

Simply obtain the same kind of information you 
need for domestic risks, and bring it to AIU. Special- 
ists tailor-make your coverage to conform to every 
insurance law of the foreign country concerned. Terms 
and language are American. Claims are handled on 
the spot. Payment is prompt and in the same currency 
as the premium. This includes U. 8. dollars where 
local laws permit. 

American private investments abroad now exceed 
15 billion dollars. It will pay you to find out how much 
of that business originates in your own community. 

Remember — you don’t have to be an expert to 
handle foreign risks. Take them to AIU — and AIU 
is your expert! For full information and literature, 
write to Dept. B of the AIU office nearest you. 


WORLD, 
& 
aN American 


> International 


% ) 7, 
II’ Underwriters 


New York 5, N. Y. 
Boston 9, Mass 

Washington 6, D.C 
Atlanta 3, Ga 307 Candler Building 
Detroit 26, Mich Free Press Building 
Chic ago 4, Illinois 208 So. La Salle Street 
Dallas 1, Texas 801 Corrigan Tower 
Houston 2, Texas 1619 Melrose 
San Francisco 4, Calif. 206 Sansome Street 
Los Angeles 17, Calif. 612 So. Flower Street 
Seattle 1, Wash. 811-814 White Building 


+ 


102 Maiden Lane 
14% State Street 


312 Barr Building 


Building 
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commissions, make a total underwriting expense of 
$4,000, During the first six months of the policy term 
there was a small loss under the policy which, with 
loss adjustment expenses, cost the company a total of 
$500. 

Let us see how the account looks at the end of the 
year——December 31st--assuming that this single policy 
represented the total business for the year. Abbreviated 
for clarity, the company would be required to report as 
follows : 


written 
Deduct unearned premiums 


Premiums $10,000 


Premiums earned 
|Losses incurred 
expenses incurred 


Total losses and expenses 
Statutory Underwriting loss 


The statutory underwriting loss of $3,500 would have 
to come out of surplus. This example shows clearly 
why and how a rising volume of business is a drain on 
surplus and points up the problems faced by both fire 
and casualty companies in setting up additional reserves 
on a volume of business which more than tripled in the 
last ten years. However, it does more than that—it 
demonstrates the of calculating either on 
adjusted underwriting profit or loss or using some other 
method to arrive at an accurate appraisal of actual 
operating results 

There are two methods of doing this. Recall what was 
written about equity in unearned premiums, why it 
exists and how it is realized over the term of the policy 
as premiums become earned. This we will call method 
number one 


necessity 


Getting back to our hypothetical company, we find 


that it increased its reserve for unearned premiums 


by $9,000 during the year. Allowing our estimated 
equity of 40%, the correction factor would be $3,600 
detailed as follows 


Statutory underwriting loss $3,500 


Increased equity in unearned premiums .. 3,600 


Adjusted underwriting profit $ 100 


Method number two has to do with ratios, Earned 
premiums are an accurate measure of exposure to 
loss. We, therefore, ratio losses incurred (plus loss 
adjustment expenses) to earned premiums to give us 
the loss ratio. In our hypothetical case, losses incurred 
of $500 ratioed to earned premiums of $1,000 would 
give us a loss ratio of 50%. As has already been men- 
tioned, the major portion of expense is incurred when 
the policy is written and such items as commissions 
and state premium taxes apply to the whole premium 
at inception whether it be a one-year policy or a five- 
year policy. Therefore, we ratio incurred 
to net premiums written. In our hypothetical company, 
expenses incurred amounted to $4,000 which ratioed 
to premiums written of $10,000, would give us an 


expense ratio of 40%. 


expenses 


Thus, we have a loss ratio of 50% and an expense 
ratio of 40%, leaving an indicated profit margin of 10%, 
the very same percentage of profit arrived at by adjust- 
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ing the statutory underwriting account with an al- 
lowance for increased equity in unearned premiums- 
$100 profit on $1,000 earned premiums, or 10%. 

It is just as important to use an adjusted underwrit- 
ing figure or the combination of loss and expense ratios, 
outlined above, in a period of declining volume because 
then the statutory figure is similarly distorted but on the 
side of over-stating rather than under-stating profits. 
When premium volume is either advancing or receding, 
statutory underwriting results are distorted and ratio- 
ing both losses and expenses to earned premiums or 
both to written premiums makes for equal distortion. 
Always either correct the statutory figure for change 
in unearned premium reserve equity or ratio losses 
incurred (plus loss adjustment expenses) to earned 
premiums and underwriting expenses incurred to writ- 
ten premiums. Add the ratios and compare with 100. 
If the total is less than 100, there is an indicated profit 
and if more than 100, there is an indicated loss. 


Handling of Loss Reserves 


Another factor (mentioned briefly before) which 
may distort underwriting results concerns the handling 
of loss reserves. Such reserves present no serious prob 
lem on most property losses which are usually readily 
estimated and quickly settled. However, because of the 
deferred nature of third party liability and workmen's 
compensation claims, the setting up of proper reserves 
is an extremely difficult task. There is no rule-of-thumb 
that can be followed. Bear in mind that an increase or 
decrease in loss reserves is immediately reflected in the 
underwriting results and in surplus. Thus, if a company 
is underestimating loss reserves, its indicated under- 
writing returns are better and its surplus is reported at 
a larger figure than is actually the case, If reserves are 
being over-estimated, the reverse is true. 

let us see what happens when a company puts several 
million dollars additional in loss reserves in a single 
year. Its loss ratio jumps several points, the under- 
writing account goes sour and surplus shrinks. How 
should we interpret such a development? Does it mean 
that the classes of business written by the company 
have suddenly run into trouble, or that the company 
has put a block of inferior business on its books, or 
could it be that current business is all right but loss 
reserves previously set up have proven inadequate? It 
could be any one or all three factors or possibly some 
other factor such as a change in reinsurance treaties 
or retentions, To avoid these pitfalls you must know 
the facts. 

After evaluating all of the rating factors we finally 
consider the individual compafiy’s position in relation to 
the industry as a whole and the underlying trends of the 
insurance business because in all of these calculations 
we do not set up Our own opinion as to what the condi- 
tion should be. Instead, we work out the averages of 
the business on each and every one of the rating items 
which we consider, and the number of debits or credits 
assigned is based upon whether on each one of these 
items a company is average, below average, or above 
average. The average of the industry as a whole falls 
within our “A” (excellent) rating classification. 


From an address by C. M 


Kellogg, vice-president, Alfred M 
Inc., before the Michigan 


Association of Mutual Insurance 


Best Co., 
Agents 
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GGREGATE | fig- 
ures in the mutual 
field are inclined to Chas ob Caitian 
be misleading unless cog- Fire 
<a ¢ ; Extended Coverage 
taken of the | Ainsd- Qe Lies 
varying plans of operation Oesen Mariac 
followed by the companies 


Inland Marine 
. > wite Aifiaconre Accident and Health 
and the Ys ide diffe ver 7 Group Accident & Fiealth 
in the size of the companies 
and business 


Workmen's Compensation 
transacted. By differences 


General Liability 
in methods of operation, 


Auto Liability 

Auto Property Damage 
we refer to such funda- 
mental factors as operating 


nizance 1s 


classes of 


UNDERWRITING EXPENSES INCURRED—1952 
Premiums Comms. * Other 
in Millions 

$ 218 14.7 18.8 


operation and predominant 
class or classes of business 
underwritten. 

From sum 
mary tabulations, it is ap- 


Total 
Inc'd Exp.inc'd Inc'd 
33.5 
56 17.0 19.7 36.7 
27 15.9 12.3 28.2 
i 7.2 11.5 18.7 
15 13.5 21.1 34.6 
125 20.0 11.6 31.6 
54 2.4 11.4 13.8 
350 2.1 13.5 15.6 
63 9.4 19.1 28.5 
339 10.9 14.3 25.2 
176 11.7 14.2 25.9 
223 12.1 13.1 25.2 
85 12.6 15.9 28.5 
17 6.4 21.1 27.5 
a 5.0 20.4 25.4 


these two 
parent that in making com- 
parisons among companies 
it is essential to keep in 


mind the wide differences 


in Operating costs due to 


either methods of opera 
tion or classes of business 
underwritten. Such com 


parisons are likely to be 


Auto Collision 
Auto Fire and Theft 
at deviating rates, issuing 
participating 


Other P. D. and Collision 
operating through salaried 


Fidelity 
policies or 
representatives rather than 


Surety 

Glass 

Burglary and Theft 
Boiler and Machinery 


Totals (382 companies) 


| 45.2 19.3 44.5 
4 15.3 18.7 34.0 
6 10.1 21.8 31.9 
14 3.7 28.1 31.8 


24.7 


$1,912 10.0 14.7 


very misleading unless all 
factors are taken into ac 
count. Comparisons on a 


basis of classes of business 


through agents. Size varies 





* Excluding loss adjustment expenses and federal taxes. 


written may not be proper 








from those companies writ- 
ing a very nominal annual volume to three writing in 
excess of $100 million each, the largest writing over 
$200 million net premiums in 1952. 

In this brief summary study of operating expenses 
in the mutual field, we show over-all figures by lines 
for 382 carriers which wrote $1,912 million in pre 
miums in 1952. Commissions varied by line from an 
average of 2% on workmen’s compensation to more 
than 25% on surety, while other underwriting expenses 
ranged from an average of about 11% to 28% and total 
expenses ran from 14% to 45%. Variations among in 
dividual companies were of course much greater. 

To at least partially clarify the picture, we have pre 
pared a further tabulation of 115 companies segregated 
into fifteen different groups based on both method of 
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because of varying meth 
ods of operation. Likewise, comparisons on a basis of 
methods of proper 
varying underwritten. It is 
essential to. compare like with like. 


operation may not be because of 


classes of business most 

The operating expense ratios are shown before federal 
income taxes to enable more accurate comparisons over 
a period of years. The income tax ratio shown for 1952 
represents in general the cash disbursement of the tax 
incurred on earnings of the previous year. 

Complete supporting tables showing the expense 
breakdown of the 115 mutual companies comprising the 
fifteen groups as well as complete tables of underwriting 
experience by companies and by classes of the 382 
mutual carriers appear in the 1953 edition of Best's 
Agareqgates and , verages 
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Your fuse box is the safety valve of your electric wiring system. Replacing 
burned-out fuses with coins or oversize fuses can cause overloaded wires 
to become white-hot— and set your house on fire. Don’t use fuses marked 
more than “15 amperes’’ unless your lighting company or a licensed elec- 
trician aDproves it, 
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FOUNDED IN 1819, the Aetna 


Insurance Company takes its name 
from the famous volcano, which 
“though surrounded by flame and 
smoke is itself never consumed.” 
From that day to this—through 
wars, conflagrations and depres- 
sions—no policyholder has ever 
suffered loss because of failure of 
an Aetna Company to meet its 
obligations. 


THINK FIRST OF THE AETNA 














TERMINATION OF AN AGENCY 


HE termination of an insur- 

ance agent's contract should 

be viewed as a sometimes 
unpleasant, but not particularly un- 
usual, event in the life of an agent. 
It can happen to any agent for a 
variety of reasons, and perhaps for 
no reason at all. We certainly do 
not consider the appointment of 
agents as an unusual event and bv 
the same token the termination of 
an agency should not be regarded as 
either catastrophic or so novel that 
it should be the mystery it appar- 
ently is. 


Three Clauses 


et us make certain assumptions : 
We can assume that every agent has 
an agency agreement with every 
company he represents, and a pro- 
vision of that agreement covers how 
the contract will be terminated. In 
addition thereto, there is a provision 
which states that supplies furnished 
by the company shall remain the 
property of the company and shall 
be returned to it upon demand, Of 
course there is the ownership of 
expirations clause, which commences 
with the words: “In the event of 
the termination of this agreement.” 

These three clauses seem to be 
the only ones in the average agree- 
ment which have any particular ef- 
fect on the termination of the agency 
and of these, of course, the termina- 
tion clause itself is of the utmost 
importance, All the clauses in an 
agency agreement mean something, 
which is the best reason that could 
he given why it is important for an 
insurance agent to read, understand 
and be familiar with the provisions 
of his agreement. 

It is well to observe at the outset 
of this discussion that the termina- 
tion clause in the average agency 
agreement which reads : “This agree- 
1953 


For December, 


JOHN F. NEVILLE 


Executive Secretary—General Counsel 
National Association of Insurance Agents 


ment supersedes all previous agree 
ments, whether oral or written, 
between the company and agent, and 
may be terminated by either party 
at any time upon written notice to 
the other” is a two-edged sword, 
and the termination privileges may 
be exercised by either the company 


Neither catastrophic nor mysterious 


or the agent. While this discussion 
will confine itself to the 
where the company 
agency relationship, it is well to 
remember that the same and equal 
right is given to the insurance agent, 
should he choose to exercise it 


situation 
terminates the 


Less Than Friendly 


It used to be my belief that most 
agency terminations were on a rea 
sonably friendly basis. After talk 
ing with people in whom I have 
great confidence, | no longer hold 
to this belief. As a matter of fact, 
I am given to understand that a 
very high percentage of terminations 
are effected at a time when one might 
classify the agent-company relation- 


ship as somewhat less than friendly 
If my revised opinion is the cor- 
rect one, we have a_ psychological 
factor injected into this subject 
which could easily, if not controlled, 
be the cause of misunderstandings 
and claims of unfairness in the wind 
ing up of this important business 
relationship. 

I am referring to the danger of 
allowing the heart to rule the head 
when you are involved in a phase 
of business which requires clear 
thinking. It is only natural that an 
insurance agent, except under rather 
unusual circumstances, will resent, 
to a more or less degree, the termi- 
nation of his agency agreement by 
a company. He is apt to feel that 
he is being treated unfairly, that 
he is not being allowed a privilege 
which he feels other agents may be 
enjoying, or that the company has 
committed wrong (real or 
imagined ) which has had an adverse 
effect on the agent’s business, Re 
membering that there are two sides 
to every controversy, it is certainly 
the part of wisdom to entertain the 
fact of termination and any negotia 


some 


tions that may be necessary in con 
nection therewith, from a reasonably 
unemotional viewpoint 


Written Notice Required 


It follows therefore that all the 
heated words between a special agent 
and a local agent in which termina 
tion might be voiced many times 
over, will not, as a matter of fact, 
terminate an agency relationship 
which requires a written notice to 
end the relationship. The contract 
clause quoted above requires such 
written notice to be effective and 
the condition precedent will not be 
satisfied unless proper written notice 
is given. It should also be observed 


{(Contir ed on paae 78) 








IN 1761, the British Parliament passed the Writs of 
Assistance whereby it assumed the right to search the 
colonists’ homes for contraband goods. Thereupon, 
James Otis, the Crown's representative in Boston, re- 


Parliament the right to pass such a law and the king 
or a law court the right to enforce it. 

¥ ¥ Y 
Our sincere endeavor to adhere to the principles of 





signed his official position. His speech, often called the 
cornerstone of American liberty, defined the Writs as 
“the worst instrument of arbitrary power.” He denied 


democracy, which are exemplified in the American 
Agency System, has gained the respect and confidence 
of the agents of America. These are cherished assets. 
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How High a Limit? 


RIOR to the outbreak of 

World War II, the occurrence 

of the large public liability 
claim was an infrequent event which 
fell in such a haphazard manner as to 
put the average insurance buyer in 
a quandary as to just what might 
be needed in his particular situation. 
Since the end of World War II, a 
number of pressure points have been 
applied on this problem which have 
combined to radically alter prior con- 
ceptions. World War II saw the 
most rapid attrition in our currency 
since the turn of the century which 
is another way of saying that we got 
a good stiff dose of inflation. That 
inflation was more than a reduction 
in the value of the dollar, and also 
became an idea in men’s minds. 


Out of Relation 


Under our civil judicial procedure 
where the amount of damage is as- 
sessed by jury or judge, the ideas 
of relative value in practice have 
actually gotten out of relation to the 
reduced purchasing power of our 
money. For example, in a recent 
suit on the part of an entertainer in- 
jured in an airplane crash, she asked 
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$10,000,000 of damages, claiming as 
the bulk of her demand, 
ment for loss of earning capacity. 
Let us assume that her earnings 
figures could not be challenged and 
remembering that damages for per 
sonal injury are not subject to in 
come tax, any 


reimburse 


reasonable person 


The climate has changed 


would realize that demand 
was fantastic. Even had the person 


been able to earn $10,000,000 in the 


such a 


period of disability, how much would 
have been retained after taxes? Is 
it even remotely possible that any 
person being paid for services over 
a five-year period could earn enough 
to retain $10,000,000 after f 
That claim for damages was lest be 
Warsaw Convention 
However, at the time it was 
in trial, | heard people say that they 
did not think the demand was ex 
cessive. That mental attitude on the 
part of many of the general publi 
is one of the facets that relates to the 
question of how high should liability 
limits be 


taxes f 


cause of the 
values. 


There is a consciousness 
on the part of the public that when 
damage 
should pay 


has been done, someone 


and pay handsomely 
now made in instances 
where ten or twelve years ago, the 
matter 


Claims are 
would have been dismissed 
by the claimant without a 
thought. 


SCC ond 


There is a chemical company in 
the United States that operated from 
1901 until 1945 without ever sus 
taining or having brought against it 


‘Cont 
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a products liability claim, and in the 
two years starting with 1945 made 
settlements or lost verdicts totaling 
nearly $2,000,000. The point that 
is significant in this reference is not 
that the company paid $2,000,000 in 
claims but rather that the psychology 
of their customers and third parties 
who come in contact with their op- 
erations had so changed that an en- 
tirely new situation was created. 
The company had been operating in 
the same basic manner during its en- 
tire existence. It had not changed, 
but the climate in which it was op- 
erating had changed. No prudent 
insurance buyer can ignore the fact 
that we are living in today’s world, 
and that the precedent of the past is 
not necessarily a good chart for the 
future 


An Apparent Pattern 


The company I represent is en- 
gaged primarily in the business of 
reinsurance assuming over a certain 
fixed liability per accident the ex- 
posures written by primary insur- 
ance companies. In addition to that 
business, we engage in a much more 
limited way in the writing of excess 
covers on confirmed self-insurers. 
Since both phases of our business 
deal with the large or catastrophic 
loss and since losses of that type are 
now occurring with regularity, there 
is apparent to us a pattern from 
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which rightly or wrongly certain de- 
ductions can be made. 

The verdict or settlement between 
$50,000 and $200,000 is now a regu- 
lar and frequent occurrence. Losses 
between $200,000 and $500,000, 
while still large enough to excite 
some comment, are no longer un- 
heard of, and the loss of several mil- 
lion dollars has happened and can 
no longer be prevented by any pre- 
cautions available to any business 
concern. Such losses are largely 
fortuitous. When an attempt is made 
to anticipate where the loss is likely 
to fall and out of what hazard cre- 
ated by the risk, the buyer of insur- 
ance can really get into deep water. 
There is a current loss involving 
several million dollars arising out of 
the sale of a few hundred pounds 
of a substance which was considered 
almost inert. As a matter of fact, 
if the insurance companies had at- 
tempted to place any kind of a pre- 
mium charge at all for products lia- 
bility on that particular product, 
there is no doubt that the buyer 
would have literally and figuratively 
have “blown his top.” 


Sometime ago a large airliner 
crashed and the ultimate cause was 
traced back to the improper harden- 
ing of a wrist pin used in one of the 
engines. In theory at least, the air- 
line, the manufacturer of the air- 
plane, and the builder of the engine 
all had a sound subrogation claim 
against the manufacturer of the 
wrist pin. The only conclusion that 
can be drawn is that the limit of lia- 
bility, whatever it may be, should be 
blanket across all operations of the 
risk. If there is one fact that stands 
out above all others in the review of 
large liability cases, it is that none 
of them could happen. In nearly 
every case to a degree that is marked, 
an extremely peculiar series of cir- 
cumstances had to occur in precisely 
the order in which they did at a time 
and place that was pinpointed or 
there could have been no loss. The 
fact that all of these things did occur 
as they did is little solace to the 
safety engineer or the insurance 
buyer after the loss. 


There are some exposures that 
any risk creates on which the large 
or catastrophic loss is more likely 
to occur than on certain others, and 
in determining the proper limits of 
liability which should be carried to 


protect the assets of the corporation, 
consideration should be given to the 
more severe exposures, and | would 
like to again emphasize that I do not 
believe that the big loss if it occurs 
will necessarily fall on the spots con- 
sidered. 


Products Liability 


While the automobile lines have 
produced some staggering losses 
during the past few years, there 
have not been many that have been 
in the same class as losses that have 
become all too frequent in the fields 
of products liability, contractual lia- 
bility and general property damage. 
There is no line in the field of in- 
surance in which the insuring clause 
of a primary insurance policy is 
more difficult to interpret after the 
loss has occurred than in the field 
of products liability. There have 
been a great many new developments 
in the technological fields since the 
end of the war, and as a result of 
this new knowledge, many products 
have been put on the market which 
quite frankly have not been properly 
researched or tested by the manu- 
facturer. It is inevitable that some 
of those products should create 
losses. 


I will not get into a discussion as 
to whether or not improper research 
should be covered by an insurance 
company or the question as to 
whether or not a product with an in- 
herent fault in it, when that fault 
was not accidental, should be cov- 
ered. The fact that is important in 
this discussion is that large claims 
can arise from such situations, and 
they must be either covered by in- 
surance or reserved out of operating 
costs by the corporation for its own 
protection. Several claims have oc- 
curred in recent years running into 
seven figures, and I can think of two 
or three that are high seven-figure 
losses on this exposure. 


Contractual liability has long been 
a severe problem. It was all well 
and good when the first corporation 
decided that it could dump some of 
its legal liability on a panting cus- 
tomer by the use of a hold harmless 
clause. Unfortunately the idea was 
so attractive and became such an 
excellent arena in which the legal 
profession could conduct operations 
that there are few corporations to- 
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day who do not assume as much as 
they pass off, and what is even more 
_serious, they are assuming things 
and no responsible person in the or- 
ganization is completely aware of 
just what is being assumed. 


I could cite dozens of serious lia- 
bility cases where an individual cor- 
poration was legally held as respon- 
sible for an accident in which they 
had absolutely no negligence and 
were forced to pay by the overenthu- 
siasm of some sales representative 
who blithely put the corporation’s 
name and assets on the line for the 
purpose of getting an order. 


Two Alternatives 


An insurance underwriter watch- 
ing the tossing of liability back and 
forth by a great many companies 
cannot escape coming to the conclu- 
sion that everybody would be better 
off if nobody ever invoked the hold 
harmless clause and if all corpora- 
tions, as a matter of policy, retained 
responsibility for their own negligent 
acts and expected all of the compa- 
nies with whom they did business to 
do the same. Since that is probably 
a dream that will never come to pass, 
the insurance buyer can only do two 
things— 


First, he can set a definite program 
with the concurrence of top man- 
agement. This program should for- 
bid the assumption of the sole negli- 
gence of the indemnitee, and should 
require a review of every contractual 
agreement, whether it appears on a 
sales order, in a contract, or in a 
letter, by the firm’s legal counsel 
before it is signed, and 


Second, after that has been done, the 
insurance department can do very 
little other than provide the most 
adequate insurance protection avail- 
able and pray. 


It is scarcely necessary to make 
much comment on the hazards of 
general property damage, for all 
the reader has to do to realize the 
hazard is to let his imagination op- 
erate. The proximity of many large 
manufacturing concerns to each 
other, the activities of corporations 
in congested areas in the carrying 
out of their operations make the pic- 
ture obvious. 
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After the buyer has appraised the 
exposure to the best of his ability 
and has arrived at a figure which 
seems to him reasonable to carry as 
a limit, the problem then arises as 
to how this protection can be ob- 
tained. Some of the exposure even 
though it might be at a theoretical 
level will, no doubt, be assumed by 
the corporation itself. Then the 
corporation must make the decision 
as to whether or not it desires to 
become a self-insurer for a portion 
of the initial loss and by excess 
cover or whether coverage from the 
ground up to the desired limit be 
purchased from a primary writer of 
insurance. 


The market for primary insurance 
in the United States is very much 
broader and the price of cover is 
much better established than is true 
in the excess field. There are very 
good reasons why this must be so. 
The stability of any casualty insur- 
ance rating structure rests on the 
amount of data and incidents of oc- 
currence which go into the rating 
base. The higher the cut-off point 
on the retained retention, the more 
difficult becomes the problem of 
rating the unusual loss penetrating 
that retention. A large element of 
judgment must necessarily go into 
the establishment of an excess rate, 
and the price that the underwriter 
might want, whether he be in an 
American excess company, in 
Lloyd’s, or some other foreign re- 
insurer, is bound to be affected by 
memories of Texas City and similar 
if less severe catastrophes, and not 
too much influenced by the record 
of the individual risk which he is 
considering. 

If a corporation desires to pay a 
price more nearly related to its own 
loss and the cost of administration 
of its own individual risk, there is 
probably no better way of arriving 
at that price than through the pur- 
chase of primary insurance. | am 
fully aware that many corporations 
feel that they can self-insure more 
profitably than they can deal with a 
primary company. However, if a 
strict cost analysis is applied to the 
expense going into the operation of 
a self-insurance program, it is doubt- 
ful whether that argument could be 
sustained over the intangible values 
of having applicable to the adminis- 
tration of claims the knowledge 
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gained by the insurance company in 
the handling of many other corpora- 
tions. This becomes important when 
it is understood as it is by most 
people who have dealt with negli- 
gence claims that judgment, which 
can only be obtained through experi- 
ence, is the best precaution that can 
be taken for average or below-av 
erage claims costs. 


Available Limits 


If the corporation makes a de- 
cision to self-insure and buy excess 
cover, the question will immediately 
arise as to what limit of liability is 
available in the market and, un- 
fortunately, no answer to that ques- 
tion can readily be given. If the 
facilities of American excess writers 

(Continued on the next page) 
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of which the 
largest is London Lloyd’s, are ex- 
hausted, limits of from five to fifteen 
million Just 
whether a particular corporation 
would be able to reach its practical 
ceiling in the market could not be 
determined 


and foreign writers, 


dollars are available 


before an offer was 


made. | know of a number of cor- 
porations who have an open order 
for any additional limit they can get 
from any source above what they al 
ready have. Possibly, they have been 
able to get underwriters committed 
for seven million dollars of 
and the would 
like to have ten million dollars but 
has unable to further 
Some types of risks 
presenting certain hazards find a 
restricted market in the minds of 
underwriters both here and abroad, 
whereas other types of risks have no 
difficulty in pushing their limit to 
almost the financial capacity of the 
world market. Even if primary in- 
surance is purchased, this problem 


cover, 
insurance manager 
been obtain 
commitments. 


of high excesses above a primary 
program still becomes serious to the 
large buyer, since there are few pri- 
mary companies that will write ex- 
cessively high limits 

am afraid | 
have not given many answers but 


In these remarks, | 


have merely posed some questions 
and offered The 
problem is after all an individual one 
and must be 


some comments 
considered as such all 
the while recognizing that it ts not 
unrelated to the rest of the economy. 


APPRAISALS 


ATTENTION AGENTS AND EXECUTIVES 


HIGHER PRICE LEVELS MAY REQUIRE 
MORE FIRE INSURANCE COVERAGE ON 
YOUR CLIENT'S PROPERTY 


Why not suggest us for an independent 
*accurate up to date appraisal as we have 
nearly a half a century of appraisal serv- 
ice covering America's conservative busi- 
ness institutions large and small. 


Let our representative, without obligation, 
contact your assureds. 


Ask for our special free book, “What 
the Business Man Should Know about Fire 
insuronce.”’ 


W. C. RATES CHANGES 


UPERINTENDENT LEGGETT of 
* Missouri approved, effective No- 
vember 1, an average increase 
6.2% in workmen’s compensation 
rates to reflect increased benefit pro- 
visions enacted by the legislature. 
Outstanding policies will be en- 
dorsed reflect the increase. A 
20% reduction for specific 
occupational disease statutory cov- 
erage and a 50% reduction for gen- 
eral occupational disease statutory 
coverage were also approved. 

An overall average reduction of 
6.2% in workmen’s compensation 
rates became effective in Texas on 
December 1. This represents an 
annual saving to policyholders of 
about $4,000,000. On individual 
classifications there were increases 
of up to 18% and decreases as great 


as 24%. 


of 


to 


rate 


GRAIN LOSS HELD NOT DUE 
TO EXPLOSION 


_ sic em HAVE WON a directed 
verdict in the first of the cases 
arising out of losses to grain eleva- 
tors in the Missouri river vallev 
flood of July 1951. It was claimed 
that the expansion of the wet grain 
constituted an explosion and that the 
resulting loss was therefore covered 
under the extended coverage en- 
dorsement. The decision may be 
expected to have an important effect 
on the disposition of a number of 
similar suits now pending. 
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NEW INTERRUPTION FORM 
BU- 


HE PACIFIC FIRE RATING 
REAU has introduced a new 


gross earnings form of business in- 
terruption policy in Arizona, Cali- 
fornia, Montana, Nevada, Utah and 
Alaska effective October 19. The 
new form, designed for small non- 
manufacturing risks, does not con- 
tain a contribution clause and limits 
liability to one-third of the face 
amount for any one period of thirty 
days. 


LIABILITY RATE CHANGES 


EVISED BODILY INJURY liability 
icnamans rates for owners’, 
landlords’ and tenants’ area and 
frontage classifications and for 
manufacturers’ and _ contractors’ 
classifications have been announced 
by the National Bureau of Casualty 
Underwriters along with new com- 
prehensive personal liability insur- 
ance rates for individual homes and 
apartments and farms for Missouri. 
The new rates became effective 
November 16. 

In Missouri, the rate for compre- 
hensive personal liability insurance 
including initial residence premises 
was increased from $10 to $11; that 
including initial residence premises 
with incidental professional occu- 
pancy from $15 to $16; and that 
including initial farm premises from 
$10 to $12. The owners’, landlords’ 
and tenants’ classifications affected 
include stores, hotels, churches, hos- 
pitals, clubs, restaurants, apartments 
and tenements, boarding or rooming 
houses, and mercantile and office 
buildings. While many rates are in- 
creased, others are reduced or re- 
main unchanged. The manufac- 
turers’ and contractors’ insurance 
rates are generally reduced or re- 
main unchanged but for some classi- 
fications are increased. The revi- 
sions result in statewide average 
percentage changes as follows: 

O2.e 1: M.&C. 
+6.5% —24.4% 
+2.9 +8.0 
—24.2 22.6 
+11.4 —25.2 
+14.8 —5.3 

—9,7 


—244 
—248 


+103 
+13.9 
+-15.7 

+65 


—?2.6 
—22.6 
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The Influence of 


SUPERVISION 


AWS as laws are unimpor- 

tant; but people are impor- 

tant. The administration of 
law is but a series of transactions be- 
tween people. Laws exist for the 
service of people and the needs of 
people, and have no independent ex- 
istence of their own. Law is a dead, 
black word in a dusty book unless 
it is made to live by the mind and 
hands of a human being. That is 
why those in the state insurance de- 
partments and their attitudes are im- 
portant to the welfare and progress 
of the vast business of insurance, 
and to the commerce, and industry, 
and personal interests of the millions 
of people whom insurance serves. 


Complete Integration 


The law hardly leaves anything 
untouched. Capital, investments, 
corporate procedures, policy forms 
and provisions, rates, agents, sales 
practices,—each and every aspect of 
the insurance business, each and 
every insurance transaction, is the 
subject of some law or regulation or 
form of public supervision and con- 
trol. So complete has become the 
integration between the public super- 
visory and the private business sides 
of insurance that it is truthfully said 
that the insurance commissioner 1s 
on the board of directors of all ad- 
mitted insurers and that each mem- 
ber of the commissioner’s staff like- 
wise occupies an important post in 
the internal operations of each in- 
surance company. 

Whether for good or bad public 
supervision has far outstripped any 
original concept that it was merely 
to protect the public against financial 
unsoundness and against gross abuse 
of competitive rights. It has become 
a dominant factor in today’s insur- 


For December, 1953 


SPALDING SOUTHALL 
Assistant General Manager 
National Association of 
Independent Insurers 


ance operation, with much control 
over both the present and the future 
of insurance. This is a critical fact. 
It brings us face to face with some 
further truths that we must recog- 
nize if we are properly to evaluate 
the influence of administrators of in 
surance laws. We must know that 
laws are inherently repressive ; that 


Transactions between people 


they restrain the liberties of some 
to serve the interest of the many. 
The powers of law to destroy are 
greater than its power to create. It 
tells us what we cannot do; or re 
quires certain inert formalities to 
accompany our transactions It does 
not create. It never tells us to go 
out on a certain slope and drill to 
3,500 feet and we'll strike oil; or to 
build a factory using a new method 
for manufacturing intricate machine 
parts by subjecting a metallic pow- 


der to high pressure—and make our- 


It never tells 
us to develop a certain new type or 


selves a lot of money 


combination of insurance coverages, 
or a new approach to the marketing 
of imsurance policies and thus im 
prove our services to the public and 
increase our profits, and the possi 
bilities of paying better returns to 
our policyholders or investors or to 
our employees, 

The law is negative and uncrea 
tive; by its nature it can have no 
part in the initiative and imagination 
which are fundamental to business 
success and progress. The 
the law inherently is turned toward 
the past; the face of business must 
be turned toward the future. 


face of 


Understanding and Respect 


Here we have what can become 
a serious incompatibility between in 
surance as a business, and the laws 
and supervision thereof, unless both 
maintain zt all times complete un 
derstanding and respect for the le 
gitimate and objectives of 
each. It is within the power of the 
law and those who administer it 
seriously to cripple insurance and to 
destroy substantially its ability to 
serve the people. It is likewise 
within the power of law and those 
who administer it to let insurance 
live, to help it function economically 
with a minimum of needless opera 
tions and delay, to assist it in its 
progress through experience and ex 
periment, to let it adopt itself quickly 
to the fresh demands and changing 
opportunities of each new day. And 
thus to fulfill the purpose for which 
all business and _ all 
serve humanity. 

We are all individuals and indi 
vidualists 


needs 


law exist—to 


No two of us act or think 


ext pade 





Influence of Supervision—Continued 


alike. But in all callings there are 
common tendencies, and habitual 
patterns of thought and action. In 
public service, and in administering 
insurance laws, there are character 
istic attitudes or practices that can 
be developed or strengthened and 
that will help to turn in a better job 
of administering the law. I will 
briefly discuss some of them. | will 
devote no time to the copy book vir 
tues of neatness, energy, accuracy, 
and devotion to duty, since they are 
fundamental in all callings. 

Most important I think is a gen 
eral attitude of helpfulness in the re- 
lations with the insurance business 
and the public. Most people are 
anxious to comply with the law and 


| MEN of VIRGINIA 
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Country lawyer, fiery pa- 
triot, stirring orator, Revolu- 
tionary governor, Henry 
roused a people to the struggle 
for freedom with “Give me 
liberty or give me death.” 


Fewer than 15 city blocks 
from historic St. John’s 
Church, where Henry spoke, 
stands the Home Office of The 
Life of Virginia, a 142 billion 
dollar institution dedicated to 
preserving the personal free- 
dom of today’s Americans. 


The men of The Life of 
Virginia who last year sold 
$218,000,000 of insurance are 
thus inspiring tens of thou- 
sands of individuals to achieve 
lives of freedom’ from want 
and fear. 


THE LIFE COMPANY. 
of VIRGINIA 


HOME OFFICE- 
Richmond, Va. 








the rules and regulations; and it is 
the job of supervisory officials to 
help them do so, But sometimes they 
don't know what the law 1s, or how 
to go about satisfying it, and | mean 
agents and brokers, and people on 
the staff of insurance companies in 
their home or branch offices. Some- 
times the matter involves more than 
the law, since it rests upon some dis- 
cretionary power to be exercised by 
the commissioner or by someone on 
his staff. A common fault is failure 
to point out what can be done that 
will meet the requirements. 

For example, an insurance com- 
pany recently submitted a_ policy 
form to the insurance department of 
a certain state. In due course the 
form was returned to the company, 
marked here and there with pencil 
marks that might have meant some- 
thing to the person who made them 
but conveyed no information to 
others—accompanied by a letter re- 
jecting the form as not being in com- 
pliance with the laws of that state, 
without further explanation. Since 
the person who reviewed the form 
in the insurance department of that 
state had obviously some particular 
reasons in mind why the form was 
not acceptable, it would have been 
easy for him and extremely helpful 
to the insurance company if he had 
in the letter mentioned the principal 
points on which the form was de- 
ficient. 

In the many transactions handled 
each day, whether in the form of 
applications for licenses that are in- 
completely filled out, or requests for 
information concerning insurers, or 
complaints about claim settlements, 
or what not, a general attitude of 
helpfulness in communication to the 
other party, whether over the desk 
or by telephone or letter, will pro- 
duce better results than will a care- 
less official attitude. No one knows 
the law and the rules and regulations 
or how they are supposed to operate 
in particular circumstances better 
than do those in a supervisory ca- 
pacity. It is their obligation to use 
this knowledge to facilitate the ef- 
forts of others to comply with re- 
quirements. In a sense, they are the 
law compliance department of every 
admitted insurance company and 
every person engaged in insurance 
in the state. If they approach their 
problems from that perspective it 
will produce better results in most 
cases, 


Closely related to this attitude of 
helpfulness is the matter of cour- 
tesy. Insurance departments repre- 
sent public authority; transactions 
with their personnel are not com- 
mercial transactions; nor are they 
transactions between contending 
parties. There are, of course, oc- 
casions when people are so offen- 
sively noisy in their transgressions 
it is necessary to speak and deal with 
them in pointed terms. [ut this is 
not true of most transactions. Gruff- 
ness, sarcasm and rude conduct have 
no place in public service. Business 
schools its employees to deal with 
its customers with politeness, ci 
plomacy and tact. The fact that 
those in government have a monop- 
oly—that the ‘“‘customer” must al- 
ways do business with them regard 
less of how they treat him, is no 
excuse, 

Those working in an insurance 
department must especially be on 
guard in their letters where it is so 
easy to be misunderstood, and when 
—without the accompanying smile 
or gesture or inflection and the 
warmth of personality—a_ well-in- 
tentioned barb may stand out cold 
and harsh, 


Red Tape 


The practice of courtesy and tact 
does not make a man any the less 
effective in the discharge of his re- 
sponsibilities. I am acquainted with 
a certain chief deputy commissioner 
in the insurance department of one 
of the states who is equipped with 
a steel trap of a mind and a dogged 
determination that everything has 
got to be exactly right. But he ap- 
proaches his problems with such an 
attitude of consideration, fairness, 
and tact that he’s generally regarded 
in the business as being a great guy 
who makes you like it even though 
it’s against you. 

One of the complaints against do- 
ing business with government most 
frequently heard concerns slow serv- 
ice and “red tape.” Business is eager 
to do business ; to put the new agent 
to work ; to have the new policy form 
approved so that it can be put on the 
market ; to have the new rate filing 
effective so that it can be used; to 
follow the straightest and quickest 
line from here to the next dollar. 
Government, on the other hand, 
knows no such compulsions. It does 
not share the anxiety of business to 





get things moving. It has business 
on a leash. It can be reasonable or 
unreasonable in the time used for 
consideration, and in the additional 
information or exhibits or filings or 
amendments that may be required. 

This is nothing new. It has been 
going on for thousands of years, and 
we are not apt to change it alto- 
gether in one year. But some relief 
can be given to business by prompt 
action and by not making business 
“jump through the hoop” in supply- 
ing additional items and informa- 
tion and sworn affidavits that are not 
actually needed, 

The overburden of governmental 
work now carried by the insurance 
business is enormous. In addition to 
the Federal and state income tax, 
unemployment insurance tax, social 
security, securities filings, and other 
records and reports for itself and 
its employees required of business 
in general, the insurance business 
faces a vast array of report and fil- 
ing requirements that other busi- 
nesses do not share. The cash cost 
to business in complying with the 
many governmental requirements is 
enormous. But there is a perhaps 
less tangible but more dangerous cost 
represented by the loss of business 
momentum and the waste of time 
and facilities resulting from the 
“drag” of governmental slowness in 
clearing necessary transactions of 
business with it. To be part of gov- 
ernment service in the active part- 
nership between government and 
business as represented by super- 
vision of insurance, calls for a strong 
sense of responsibil:ty—for action 
that is both fair and prompt, and as 
free as possible of “red tape.” 


Impartiality 


An outstanding desirable attribute 
of insurance supervision is that of 
impartiality. For all of its idealisms, 

and it has ideals of which it 1s 
justly proud—insurance is engaged 
in business in the marketplace. Far 
from being monopolistic, it is one of 
the most competitive of all our busi- 
nesses. Not only is there active com 
petition between insurance compa- 
nies and agents, and brokers but 
there is competition on a grander 
scale between types of companies 
and agents, plans of doing business, 
and between insurance principles and 
practices. This competition is de- 
sirable, and out of it comes better 

(Continued on page 100) 
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Worth Looking Into... 


—the big new market for 


Residential Glass Insurance 


WHEREVER you see a new house going up, you see a good 
prospect. 

Picture windows . window walls . . . Thermopane and 
Twindow insulating panes . . . jalousie and awning type windows 
with extra storm sash . . . floor-to-ceiling mirrors . . . all these 
features of modern house design mean greater need for Residential 
Glass Insurance. 

This coverage may be sold by an endorsement to the standard 
glass policy or by endorsement to other forms of policies, such 
as CP or Residence Burglary. 


We shall be pleased to submit detailed information 
on request. 


THE 
* 


INSURANCE COMPANY 


Home Office, Hamilton, Ohio 
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What has a chest X-ray to do 
with the cost of automobile insurance? 


Plenty! Here at State Farm Mutual 
warm family spirit of our organization 


in keeping with the 
we have always sought 
to protect the health of each member of our office team. 

This primary concern for the welfare of our people actually 
helps reduce the cost of automobile insurance. Low-cost, high- 
volume service like ours can only be given by an efficient 
organization; by an office team whose members come to work, 
day after day, at their physical and mental best. 

The chest X-ray shown above is an X-ray of one of our 
State Farm staff members. Thousands like it are taken each 
year, 

Such pictures are just one step in complete annual physical 
examinations; just one part of an extensive medical program 
designed to provide freedom from heavy expense and worry. 

Some of the other services rendered by our Medical Di- 
vision are these: 

@ Any of our people can obtain “cold shots” or influenza 
vaccine on a voluntary basis. 


@ When an illness or accident occurs during working hours, 


a registered nurse is always on hand to render prompt 
assistance, 

If one of us phones in “sick” before 9 a.m., a nurse will 

drive to his home, Whether the complaint is an upset stomach 

or a more serious illness, friendly assistance is offered. 
@ Our staff physicians are always ready to help us obtain 
private medical service if we need it. 
The American College of Surgeons has selected ours as one 
of the two insurance company medical programs in all of 
America to which it accords full approval. And we have con- 
siderable statistical evidence of the program’s success. 

For example, annual X-rays like the one shown above have 
helped us keep the incidence of active tuberculosis among our 
State Farm people down to one-tenth of one percent. The 
national average is ten times as great, 

We are proud of the record of our Medical Division—in 
safeguarding the health and happiness of our State Farm 
family—and in helping us furnish low-cost insurance to our 
2,800,000 policyholders. 


State Farm Insurance 


State Farm Mutual Automobile Insurance Company 


and wholly owned affiliates 


State Farm Life Insurance Company 
State Farm Fire and Casualty Company 


Home office 


Bloomington, Illinois. Branch offices—Berkeley, California—St. Paul, Minnesota 


Lincoln, Nebraska—Marshall, Michigan 


Nashville, Tennessee— Dallas, Texas—Charlottesville, Virginia—Toronto, Ontario. Field claim offices in more than 300 principal cities, 
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The Future of 
AUTOMOBILE INSURANCE 


N THIS article I will neces- 

sarily express opinions, project 

my thoughts into the future, and 
make certain predictions. I ask that 
my remarks be accepted as my own, 
and not interpreted as the thinking 
or future program of our company. 
It is not my function to determine 
such policies for our company. The 
company may or may not agree with 
my thinking. 


A Serious Problem 


The future of the automobile in- 
surance business is one of the most 
widely discussed subjects in the in- 
surance industry today. Students of 
insurance, insurance executives, and 
progressive agents are all giving a 
great deal of study and considera- 
tion to the problem. It is a serious 
problem and it necessitates clear 
thinking and courageous action on 
the part of both company executives 
and agents. 

Let us think for the moment about 
how we arrived at our present posi- 
tion and what has occurred that has 
caused us to think as we do today. 
Why are we at this time particu- 
larly concerned about the future of 
the automobile insurance business ? 
The automobile insurance business 
started in about 1916 or 1917. There 
no doubt was some automobile in- 
surance written prior to that date, 
but the volume certainly was of no 
consequence. The men who pio- 
neered automobile insurance at the 
company level were not only cour- 
ageous men but they were sound 
thinkers. They recognized from the 
start that they needed a “marketing 
process.” Their prospects were few, 
their product new, and salesman- 
ship was important. They adopted 
a marketing process that fitted the 
conditions of their times. 
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In those early days the agent had 
to hunt his prospects and then con- 
vince these prospects of the need for 
automobile insurance. It is  signifi- 
cant to note the marketing practices 
that many of those early companies 
adopted. The local garage men and 
the bankers were the agents, be- 
cause the garage men knew who 
owned the automobiles and the bank 
ers had the confidence of those peo- 
ple of the community who made such 
extravagant purchases as the buy- 
ing of an automobile. In many cases 
the agent was paid a flat amount 
for the sale of specific coverages. 

Definitely the marketing processes 
adopted in those days met the prob- 
lem of selling automobile insurance 
in those days. In the few years 
that followed 1916 or 1917, many 
took place. The buyers’ 
changed materially. The 


changes 
market 


number of automobile owners radi- 
cally increased. 
the policies were expanded, and dif- 
ferences began to appear in the pol- 
icy contracts of various companies 


The coverages of 


Claim service and other phases of 
Auto 
mobile owners came to recognize the 
insurance policy as a technical in 
strument. 

At the same time, the established 
local insurance agents recognized the 
potentials of the automobile insur- 
ance business and regular insurance 
agents became more active in the 
automobile insurance field. Conse- 
quently, the regular, established in- 
surance agents became the 
dominant factor in the selling of 
automobile insurance, and for many 
years the great percentage of auto- 
mobile insurance was sold by local 


the business became factors. 


soon 


agents operating under the Ameri- 
can agency plan. The early plan of 
marketing insurance 
through garage and bank representa- 
tives was for the most part replaced 


automobile 


by the marketing process we recog- 
nize as the American agency plan, 
under which plan the agent is paid 
a commission based on a percentage 
of the premium. 


What Process Shall Prevail? 


At this point | want to emphasize 
that for the most part the contro- 
versy as to the future of the auto- 
mobile insurance business revolves 
around the question as to what mar- 
keting process shall prevail. Since 
1916 or 1917 many changes have 
taken place. Today the customer 
buys automobile insurance. The 
agent does not sell it. What he sells 
today is his particular policy, the 
service of his office, and the services 
of the company he represents. ‘To 
day the quality of the product ts not 
too far different, one company with 
the other, and all 
privileged to change their policies 
to incorporate any of the benefits 
they find in their competitor's policy. 

In looking pointedly at the auto- 
mobile insurance business of the fu 
ture, we see three important factors : 
(1) the quality of the product, (2) 
the potential market, and (3) the 
marketing processes. The product 
does not present a problem for the 
agent. 


companies are 


Policies are continually be- 
ing improved and he will be fur 
nished a quality product to sell. The 
future market is not in jeopardy. 
More automobiles will appear in the 
future and more automobile insur 
ance will be sold. The agent's con- 
cern is with the third factor, the 
question of what marketing process 
will prevail, 


(Continued on the next page) 





Future of Automobile Ins.—Continued 

This question of the future mar 
keting processes came to face us in 
natural manner. The po- 
automobile business — in- 


a most 
tential 
creased. People recognized the need 
for automobile insurance. Sales re 
sistance disappeared. Uniformity in 
policies reduced the need for the 
technical agent. 
substantially 


Premiums became 
larger. In the early 
days when the premium was small, 
the commission percentage gave the 
agent a small dollar profit on each 
sale. This same commission percent- 


age with today’s high premiums 
gives the agent a large dollar return 
on each policy sold, both on new 
applications and on renewals. 

Over these years, many changes 
have come about in the product that 
we sell and in the potential market 
available to us, and yet, during all 
these years we have made no sub- 
stantial changes in our marketing 
processes of selling automobile in- 
surance. 

However, as we have retained our 
marketing processes in status quo, 
there have been companies enter the 
automobile insurance field using a 
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A Best-selling Policy becomes BETTER THAN EVER! 


TRIPMASTER 


Thousands of agents have sold hundreds 

of thousands of Tripmasters in the last 

3 years. It’s that kind of a policy: 1 day to 

. world wide, 24-hour 

coverage... appeals to everyone... sells easily .. . low premium 


... big amounts of protection . . . always good for repeat sales. 


NOW, Tripmaster is fwice as good as it was before. Medical Ex- 
pense Benefits are DOUBLED . . 
minimum policy formerly provided $250 Medical Expense with 
$5000 Death & Dismemberment. Now it’s $500 Medical Expense 
with $5000 D. & D. The maximum policy provides $5000 Medical 
Expense with $50,000 Death & Dismemberment. 


If you're not familiar with Tripmaster, you’re missing something 
good, Write for sales kit today. 


American Casualty 
COMPANY 


PENNSYLVANIA 


. rates are REDUCED! The 








different marketing 
ours. 


process than 
Their marketing process is 
known as the direct writing plan. 
During the past few years, this com- 
peting marketing process has sold 
a large volume of business and has 
developed into a substantial competi- 
tor. 


The Ideal Situation 


In comparing the two systems of 
marketing, we find that the price to 
the customer is lower under the di- 
rect writers plan of marketing. 
Definitely it behooves us to ask why. 
It is true that the service rendered 
to the customer under the American 
agency plan is superior. This su- 
perior service is worth a difference 
in cost to the customer, but this su- 
perior service dare not cost the cus- 
tomer more than is necessary. It is 
conceivable that adjustments can be 
made in our marketing process that 
will retain all of the beneficial fea- 
tures of our system to our customers 
and yet give us a price competitive 
with the direct writing system of 
marketing. This is the ideal situa- 
tion, and the goal we should strive 
to achieve. 

We must always bear in mind that 
in the final analysis, whether our 
system of marketing automobile in- 
surance or their system of market- 
ing automobile insurance will prevail 
will depend on which system is in 
the best interest of the insurance 
buyer. Ii the final analysis the au- 
tomobile insurance buyer will de 
termine the marketing process un- 
der which automobile insurance will 
be sold in the future. 


Some of the Differences 


All this is preliminary to answer- 
ing the question. It is important, 
however, that we have a full appre 
ciation of the background of the 
problem we face. Obviously, our 
first job is to determine the differ- 
ences that exist between the market- 
ing process known as the direct writ- 
ing plan and the marketing process 
that we use and call the American 
agency plan. We must first know 
and understand the effect of these 
differences. 

Here are some of the differences 
in the two marketing processes 
which affect the final cost of the 
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policy to the assured. I will also 
give some of the suggestions that 
have been made by students of in- 
surance in their sincere attempts to 
improve the situation. I give these 


differences without any regard for 
the order of their importance. 


a. Under the direct writing pro- 
gram, the company owns the re- 
newals and under the American 
agency plan of marketing, the agent 
owns the renewals. 

b. Under the direct writing plan, a 
perpetual policy is issued, while we 
issue a new policy each period. 

c. The direct writer receives the 
premium with the application, while 
under the American agency plan of 
marketing, a substantial credit fac- 
tor is involved. 

d. Under the direct writing plan, 
there is no flat cancellation pro- 
vision, while under our plan there is 
a 45-day flat cancellation provision. 
e. Under the direct writing program, 
the selection of each risk stands on 
its own feet. Under our system of 
marketing, other business influences 
our acceptance of marginal business. 
f. Under the direct plan, the com- 
mission is substantially lower to the 
agent than under our marketing 
process. 


Ownership of Renewals 


These are a few of the basic dif- 
ferences, and each one influences the 
final cost of the policy to the cus- 
tomer. As we compare our market- 
ing process under the American 
agency plan to the marketing proc- 
ess of the direct writer, we find 
them far apart, one far to the right 
and the other far to the left. It is 
the contention of many sincere stu- 
dents of insurance today that the 
best method of “marketing automo- 
bile insurance” is somewhere be- 
tween these two extremes. 


Turning to the ownership of the 
renewals, remember that they have 
a very high value, and the direct 
writer may lose his agent, but the 
direct writing company still salvages 
a good deal from the automobile in- 
surance business that it helped the 
agent to create. Under our market- 
ing process, the companies make a 
very definite contribution in the de- 
velopment of this business, and yet 
when they lose their agent they sac- 
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rifice all that they have helped to 
create. I have heard no one attached 
to the American agency program ad 
vocate any change, but | do suggest 
that in the future agents should give 
the maximum of loyalty to their 
companies that helped them to build 
their agency. Business affection 
should not be shifted because of 
trivial reasons. 

Under the marketing processes 
employed by the direct writers, the 
assured is issued a policy at the time 


of his original application jor auto- 
mobile insurance and this policy is 
subject to renewal by certificate. 
This policy can continue to be re 
newed by certificate for period atter 
period, Under our marketing proc 
esses, a new policy is issued for each 
period that the insurance is in force. 
Recently, however, there have been 
a few companies operating under 
the American agency plan that have 
started issuing a six-month policy 
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Future of Automobile Ins. —Cont. 


subject to renewal by certificate for 
one more six-month period. 

A great deal of study is being 
given to this phase of the automobile 
insurance business. The present au- 
tomobile owner will probably always 
own a car and will always need in- 
surance, The life insurance com- 
panies have always issued a policy 
subject to continuing renewal and 
it is conceivable that such a plan may 
be applicable to automobile insur- 
ance. At this stage of the game it 
appears that a change to the renewal 
certificate plan would be an economy 
move. In any event, it is one of the 
adjustments in our marketing proc- 
ess that is being given consideration. 

A high cost to both the agent and 
the company arises from the multi- 
tude of endorsements issued during 
the term of the policy. Some of 
these endorsements are caused by 
the transfer of cars and other en- 
dorsements for other reasons. Some 
of these endorsements may always 
he necessary, but at this time serious 
thought is being given to the idea of 
waiving many of these endorsements 


during the policy term and adjusting 
the policy at renewal time. The 
transfer of coverage to a new auto- 
mobile would be automatic. This 
step, of course, is in the future, but 
it may come and very conceivably 
could help to reduce the costs for 
both the agent and the company. 


Four Benefits 


One of the most costly differences 
between our marketing plan and 
their marketing plan appears to be 
the manner in which the company 
receives the payment of the pre- 
mium. The direct writing company 
receives the premium with the appli- 
cation and the premium must also 
be paid to the company before the 
insurance is in force for a removal 
period. By collecting the premium 
in this manner, the direct writing 
company benefits in four distinct 
ways: 


1. Collection costs are reduced. 

2. There is no hazard of loss from 
dishonest or bankrupt agents. 

3. There is no 45-day flat cancella- 
tion period with its free insurance 
feature. 





“I'm looking for a pension plan 
for my organization, We are 
relatively small.” 


\ 


“See Connecticut General. They 
have the reputation for solving 
problems like that.” 


= 








Fleaibility 


does it! 








Connecticut GENERAL handles pen- 
sion and group insurance problems 
with speed and efficiency. It “turns 
on a dime” in order to satisfy your 
needs, 

Whether your organization is large 
or small, Connecticut General can 
solve your pension problem. For ex- 
ample, Connecticut General's new 
SMALL DEPOSIT ADMINISTRATION CON- 
TRACT is designed to allow groups with 





Connecticut General 


as few as 100 members to obtain full 
pension coverage. 


HERE ARE SOME OF ITS SPECIAL FEATURES: 
@ Ideal for negotiated pension plans. 


@ Ideal where a pension plan based on 
a flat benefit or a benefit based on 
Social Security payments is desired. 
FOR MORE INFORMATION write to 
Connecticut General Life Insurance 
Company, Hartford, Connecticut. 








4. It places the money in the com- 
pany’s investment fund earlier. 


The problem of collecting the pre- 
mium is being given very serious 
thought by many companies. It is 
well recognized that it is not prac- 
tical for the agent operating under 
the American agency plan to send 
the premium with the order. His 
business relationship with his as- 
sureds, built over many years, makes 
the payment with the order prac- 
tically impossible. At the present 
time the agent is obligated to pay 
the company on what we term a 45- 
day basis—forty-five days after the 
end of the month in which the policy 
became effective. The actual period 
allowed the agent for payment to 
the company is from forty-six to 
seventy-five days after the policy 
became effective. Unfortunately, 
some agents allow their company 
balances to become delinquent be- 
fore they pay them. In my opinion, 
the credit arrangement allowed the 
agent will be tightened. Companies 
will insist on the agent paying his 
account in accordance with his 
agency contract, and it is conceiv- 
able that the 45-day basis now al- 
lowed may be reduced. The collec- 
tion of delinquent accounts is a more 
costly item for the companies than 
is apparent at first blush. 

There is a school of thought 
which insists that by using I.B.M. 
machines the companies can render 
monthly statements to the agents 
less expensively than the companies 
can reconcile the account-currents 
received from the agents. The study 
thus far made indicates that the 
agents can fit these company-ren- 
dered statements into efficient rec- 
ord-keeping systems now in their 
offices. Very conceivably, this may 
be another phase of our marketing 
process that can be adjusted to the 
benefit of both the agents and the 
companies, 

One of the most controversial sug- 
gestions made thus far is whether or 
not the companies should bill the 
assured directly, as is the practice in 
the life insurance business. There is 
probably no question but through the 
use of I.B.M. machines the com- 
pany could do this billing cheaper 
than the agents. It is one of the 
practices employed by the direct 
writers and they contend that it is 
a factor in helping them to keep their 
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premium costs low. However, in- 
dependent agents operating under 
the American Agency System have 
not taken kindly to the idea of the 
company having a direct business 
relationship with the assured. Ob- 
viously, the matter will pass through 
a period of serious study and discus- 
sion before any conclusion is arrived 
at. However, it is one of the topics 
for discussion as we consider the 
automobile insurance of the future. 
The 45-day flat cancellation period 
of the policy under our marketing 
process is a very costly feature to 
both the agents and the companies. 
Too much office work is entailed and 
too much free insurance is given, 
without either the agent or the com- 
pany receiving any premium. 
Under the marketing process of 
the direct writers, the underwriting 
department is able to follow its un- 
derwriting rules. Such companies 
rely on their low price to sell the 
business. Good will, other business 
in the family, and other similar fac- 
tors do not influence their underwrit- 
ing decisions. Under our marketing 
process, the company underwriters 
are continually under pressure to ac- 
cept questionable risks, not because 
of the effect on the applicant, but 
usually because the agent has other 
business at stake and of course, a 
rejection also costs the agent an im- 
mediate commission. Marginal risks 
affect loss ratios, and loss ratios di- 
rectly affect the size of the premium 
charged to the customer. In the 
future, I recommend that agents 
recognize there are some poor risks 
and assist their companies to avoid 
such poor risks. In the future, they 
should be most concerned with the 
problem of keeping their price com- 
petitive. It is foolish for an agent to 
assist a few bad risks to continue to 
increase the cost of insurance for 
your many good assureds. If the 
poor risks are sent to the assigned- 
risk plan, then the direct writers 
will assume their fair share of this 
unprofitable business, along with the 
American agency companies. 
Agents’ commissions constitute 
the greatest single difference in the 
cost of selling automobile insurance 
under our marketing plan as com- 
pared to the marketing plan of the 
direct writing companies. Substan- 
tially speaking, the companies writ- 
ing the bulk of automobile insurance 
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LET US LIGHTEN YOUR LOAD 


Admitted casualty reinsurance 
underwritten in America by 
London trained underwriters. 


Agency -Managers Ltd. 


Digby 4-1752 


We only underwrite and are not brokers .. . 
but we do invite inquiries from brokers. 


New York 5, N. Y. 








under the American agency plan pay 
25% commission on both new and 
renewal business, with little variance 
from that percentage. The commis- 
sion pattern varies with the direct 
writers that write the large volume 
of automobile insurance. Generally, 
their plan is to allow a good commis- 
sion the first year, with a very small 
commission allowed on _ renewals. 
Figures are available, and in the 
over-all picture, the average com- 
mission paid under our marketing 
plan—the American agency plan— 
is close to 25%. With the direct 
writers, it is 8% to 10%. 


He is Paid More 


Students of insurance, including 
many progressive agents, recognize 
that this difference in acquisition 
costs is a substantial factor in the 
higher price of automobile insurance 
to the customer under our marketing 
process. It is true that the agent 
under the American agency plan 
renders a superior service. He 
should render a better service than 
his direct-writing competitor. He is 
paid more to render that service. 


However, in spite of the superior 
service, the price differential dare 
not be ignored. It is conceivable 
that an adjustment in commission 
schedules may be a wise move for 
agents and the companies, as well as 
being beneficial to the assureds. At 
first blush, no agent welcomes the 
thought of a commission reduction. 
However, before forming an opinion, 
I suggest that agents give the matter 
serious consideration, 

Our competitor's low price makes 
him a tough competitor. Any tight 
ening of the insurance buyer's in 
come makes this price advantage 
even more competitive to us. To 
day the price differential is very 
great. We must exert every effort 
to reduce the difference in the pre 
mium cost. I am not discussing to 
day. I am thinking about tomorrow. 

Companies and agents alike have 
prospered under our marketing proc 
esses. Company adjustments will be 
made in order to reduce costs, and 
every effort will also be made to re 
duce the work load of agents. To- 
day the agency operating costs are 
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Future of Automobile Ins.—Continued 


high. It is very possible that some 
of the work now being done by 
agents, with manual labor, can be 
handled through the machinery of 
the companies. From the company 
viewpoint the program is two-fold. 
We hope to reduce the differential 
in cost between our price and the 
price charged by our competitors. 
We also hope to assist the agent to 
reduce that spread between the 
agent’s income and the agent’s profit. 
In the final analysis, an agent is ac- 
tually interested in the profit of his 
agency. It is conceivable that an 
increase in agency profit can easily 
come through increased volume, due 
to a better price and lower cost of 
agency operation. 

These are some of the factors I see 
as important as I view the future of 
the automobile insurance business. 
I have given the question serious and 
sincere study, and my answer is, that 
straight, clear-thinking agents and 
company people will unite in taking 
the courageous action that will be 
necessary and that any adjustments 
that will ultimately be deemed advis- 
able can, in my humble opinion, be 
made within the framework of the 
American Agency System. 


MASS. AUTO RATES 


OMMISSIONER HUMPHREYS of 

Massachusetts has formally 
promulgated the 1954 compulsory 
automobile liability insurance rates 
and classifications which he infor- 
mally announced last September. 
The new rates represent an average 
increase of 9.4% over 1953 com- 
pared with the approximately 20% 
increase asked by the companies. A 
three-class classification system will 
be used with Class 2 subdivided to 
provide credit of 15% for those 
drivers under 25 who have com- 
pleted approved instruction courses. 
Class 1 rates will be slightly reduced 
and Class 2 and Class 3 rates in- 
creased substantially. 


New automobile property damage 
rates filed for 1954 in Massachusetts 
average about 4.6% less than in 
1953 for private passenger automo- 
biles and about 2.2% less for com- 
mercial vehicles. This is estimated 
to represent an average saving to 
policyholders of $1,500,000 and 
$170,000 respectively. 


The voluntary “freeze” plan on 
automobile coverages adopted in 
1953 in Massachusetts to forestall a 
threatened market shortage has been 





Insurance Adjusters Have Accepted 


Our ——G for 54 Years 


The M anu ifacture 
Appraisal Comp aT 


Established 1899 


Executive Offices: 
Philadel phia—Manhatian Building; Cleveland—Plymouth Building. 
District Offices: 
New York City, Boston, Pittsburgh, Detroit, Chicago, St. Louis, 
Cincinnati, Albany. 
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FOR MULTIPLE LINE, MIDWEST 
COMPANY NEEDED AT ONCE! 


We can offer some good man a better job than he now 
holds. Why not write "BEST'S INSURANCE NEWS,” 
BOX 149C, 75 Fulton Street, New York 38, N. Y. 
giving your qualifications and requesting complete in- 
formation concerning this position. 








extended to 1954 on substantially 
the same basis. A company is re- 
quired to renew its previous year’s 
risks for both compulsory and op- 
tional coverages. 


A survey made by a special com- 
mittee of the Michigan Association 
of Insurance Agents strongly op- 
poses compulsory automobile insur- 
ance on seven main points: (1) 
retarded safety programs; (2) 
shrunken market capacity; (3) 
higher rates; (4) increased political 
pressure; (5) organization of new 
carriers lacking experience; (6) 
more limited coverage; (7) inade- 
quate commissions and service. 


HIGH SCHOOL DRIVER 
TRAINING 


SURVEY OF MORE THAN two 
Picea school superintend- 
ents, covering 3,500 public high 
schools shows a nearly unanimous 
agreement that teaching youths how 
to drive in high school offers the 
best long-range hope of reducing 
highway accidents. Behind-the- 
wheel training is termed an essen- 
tial part of the instruction and, 
where it is lacking, the cost of 
teachers’ salaries is given as the 
principal reason. Next to costs, lack 
of curriculum time and a shortage 
of qualified teachers are reported as 
the main reason for the lack of such 
training. The survey, which was 
conducted by the Aetna Casualty 
and Surety Company, reports that 
three out of every four students have 
a sincere desire to learn to drive 
skillfully and safely. 


SAFETY FILM 
FILM “Safety Is No Accident” 

has been produced by Victor 
Kayfetz Productions with the co- 
operation of Markel Service, Inc. 
with the aim of bringing the serious 
road accident toll to the attention of 
television viewers. The film stresses 
the “professional” approach to traf- 
fic problems and safety programs of 
commercial transport organizations. 
It will be made available for telecast- 
ing in black and white immediately 
and in color when such facilities are 
available and in color to educational 
institutions, civic clubs and similar 
groups. 





GLA 


from other Fields 


What Makes Ameriea Great? 


HE late Charles W. Apple- 

ton, vice president of Gen- 

eral Electric, once observed 
that sixty per cent of the company’s 
sales were products and improve- 
ments that thirteen years before had 
existed only in the minds of men. 
Was the public waiting for them? 
Not on your life! They were met 
with the same skepticism that would 
have been accorded a proposition 
to fly the stratosphere, or grow 
strawberries in Alaska. 


Crazy Notions 


Samuel F. B. Morse originally 
took his telegraphic instrument to 
Congress and offered it as a gift 
to the people of the United States. 
The Post Office Department, the 
authority on communications, re- 
jected it on the ground that it had 
“no practical value.” A great and 
respected New York newspaper, 
commenting editorially on a man 
named Thomas Edison in East 
Orange, New Jersey, reported him 
as possessing the “crazy notion that 
he can supplant gas lights with an 
electric doo-dad.”” Professor Lang 





Merle Thorpe became nationally 
known as founder and editor of Nation's 
Business and writer of many important 
books on business subjects. He is now 
director of business development for 
Cities Service, one of the nation's lead- 
ing petroleum and natural gas compa- 
nies. 











For December, 1953 


MERLE THORPE 
Director of Business Development 
Cities Service Company 


ley’s theory that man could fly, Mar 
coni’s experiments with radio and 
even George Stevenson, the inven 
tor of the idea of a railroad train 
and a track, were sneered at. As 


a matter of fact both Marconi and 
Stevenson narrowly escaped being 
thrown into jail for their “fraudu 
lant claims.” 

Today there are a thousand new 
things aborning. Laboratories are 
working on petrochemicals, on new 
electronic devices, plastics, by-prod- 
ucts of the split atom, new synthetic 
fibers, solutions to the problems of 
dust, smoke, 


friction as well as 


stronger, lighter, cheaper and longet 
lasting building materials. These 
are just a few of the innovations 
on the horizon, 

Will the American people accept 
them in their march to a_ better 
life? Well, salesmen will see to 
that. The American salesmen, quite 
unlike his kind in other countries, 
is not a mere order taker; he is a 
promoter. He is a merchant, not a 
storekeeper. He is an educator 
He doesn’t merely “keep goods for 
sale’—he takes pains to promote 
their sales. 


A Nation of Promoters 


Foreigners often refer, with a 
slight smirk, to America as a “na 
tion of promoters.” They couldn't 
be more right. But if they looked 
through the dictionary for a defi- 
nition of the word they would find 
that to promote means “to en- 
courage, to dignify, to stimulate, to 
move forward.” 

I stood recently in a great power 
plant watching our 100,000 hp. gen 
erator, as it silently produced its 
countless kilowatts. I noted a little 
box about three feet square and | 
asked the engineer what it was 
““That’s an exciter,” he said. “Gen 
erators are lazy, They need a prod 
or spur. That little box keeps them 
at work.” People are like gener 
ators. They need a spur or a prod 
They need an “exciter” to stir them 
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PROMPT SERVICE 
IS 
OUR CREED 


Tine is a valuable asset 


for increasing income. 


Fast, accurate, efficient 
service permits our 
agents to do more active 


selling. 


You too can get the 
benefit of this efficient 
service through joining 


the Hanover and Fulton. 


THE HANOVER 
FIRE INSURANCE CO. 


OF NEW YORK 
Org. 1852 


THE FULTON 
FIRE INSURANCE CO. 


NEW YORK 


* 


HOME OFFICE 
111 John Street, N. Y. 38, N. Y. 


WESTERN DEPT. 
Insurance Exch. Building, 
Chicago 4, Ill. 


PACIFIC COAST DEPT. 
340 Pine Street, 
San Francisco 4, Calif. 




















Sales Slants—Continued 


to action, to start ideas moving in 
their mind. 

History is built on the work of 
human dynamos with the capacity 
to do this very job for great masses 
of people. We have always needed 
exhorters and stimulators to move 
humanity forward, Christianity it- 
self is the result of a great selling 
campaign. And Columbus doubt- 
less sold Isabella a bill of goods he- 
fore he could take off on his jour- 
ney westward. 

It was a group of zealous patriots 
who stirred the American people 
into revolution. And some daring 
mind conceived the idea for the 
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A great American resource 


Mayflower so people could find a 
“new birth of freedom.” American 
salesmanship has shown as great re- 
sourcefulness and ingenuity in the 
field of business activity—in manu- 
facturing, transportation, utilities, 
finance, insurance—and it is the 
quality of promotion that has es- 
tablished America’s greatness. 


The Early Salesman 


Consider the road salesmanship 
has come along. In the early days of 
the republic the one man maker of 
things sent out his product with a 
peddler’s cart. Some time later the 
peddler became a merchant and 
finally he carried his stove polish- 
ing mitt into the kitchen and dem- 
onstrated its use. He was the grand- 
daddy of the young ladies who come 


to your door to demonstrate hosiery 
or sewing machines, of the travelling 
door-to-door salesman, of the tele- 
phone solicitor. 

But selling in America has gone 
far beyond these earlier techniques. 
In the last few decades hundreds 
of new selling ideas have been tried 
out. They’ve been used both by 
the salesman in person and more 
recently, by the salesman in print. 
Some of these selling ideas remain in 
the public consciousness for a long 
time, such as, “Factory to consumer,” 
“Walk up a flight and save ten 
dollars,” “Nothing down, a dollar 
a week,” “Your money back if not 
satisfied.” Free trial demonstra- 
tions, along with testimonials (“It 
cured me” and “‘Ask the man who 
owns one’) showed again and 
again the resourcefulness of Amer- 
ican salesmanship, 

And retailing itself began to 
change—in an effort to bring prices 
down and to widen the influence of 
efficient selling techniques. This led 
to such institutions as the mail order 
house, the department store, the 
chain store and retailers and manu- 
facturers began to make additional 
discoveries, 

In 1870 a clerk named Frank 
Woolworth discovered that slow 
articles placed on a small table and 
priced for 5¢ sold at lightning speed. 
An expensive item cut into little 
pieces and sold for a few pennies 
also met a wide market. Premium 
selling and industry “weeks” be- 
came popular because they attracted 
public attention and lured people 
to the buying counter. 

So small a thing as the idea of 
mass selling virtually changed the 
course of life in America, Because 
mass selling made possible mass 
production. And mass production, 
better than anything else, epitomizes 
America’s world leadership, It must 
be mentioned here that another de- 
vice of “salesmanship” helped tre- 
mendously—mass_ credit. Mass 
credit often made possible mass 
sales which, in turn, created the 
facilities for mass production, 

It would take a book to list para- 
graph by paragraph the resource- 
fulness, the energy, the strategy 
American salesmanship has used in 
the study of human behavior and 
how it has applied this information 
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to persuade the individual to im- 
prove his own well-being. 

American salesmanship is a great 
native resource. Upon it hangs the 
growth of our standard of living. 
Nothing is great until it stands 
fully revealed, and only recently 
have we begun to realize what sales- 
manship itself contributes to Amer- 
ican progress, The plain, simple 
fact is that the United States of 
America keeps moving forward only 
through the indestructible spirit of 
these Business Ambassadors of the 
More Abundant Life. And _ the 
hopes of the average American 
family for higher standards of life 
from generation to generation are 
dependent to a very large measure 
on this very process. 


Salesmanship speeds obsolescence. 
It keeps us from going stagnant, 
it creates and conserves employment. 
It is the natural enemy of frozen 
assets. It is the salesman who cre- 
ates payrolls, profits, dividends, jobs. 
He provides the billions of dollars 
the government needs for its main- 
tenance. We all hope and pray for 
an expanding economy, American 
saleshipmanship has been, and is 
today, the answer to that prayer. 


JOINT CASUALTY MEETING 


} seme P. JACKSON, retiring 
president of the National As- 


sociation of Casualty and Surety 
Executives, offered the following 
five-point program for reducing 
traffic accidents at the joint meet- 
ing with the National Association 
of Casualty and Surety Agents: 
(1) A maximum 50-mile-per-hour 
speed limit in every state; (2) 
Enough traffic policemen to patrol 
every highway and byway; (3) 
Minimum court penalties for mo- 
torists who are convicted of vio- 
lating speed laws, reckless driving 
or drunken driving, beginning with 
a year’s suspension of all driving 
privileges for a first offense and 
permanent revocation and a prison 
sentence for third offenses; (4) 
Forbidding the reinstatement of 
suspended or revoked driving privi- 
leges and making ticket fixing or 
political interference punishable as 
a crime; (5) Make safe driver edu 
cation a requirement for obtaining 
a license, 
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May we 
help YOU? 


Everybody’s got problems—we have 

some, maybe you have some. One of 

ours is: How can we best help you? 

Well, we have a group of representa- 

tives who have spent years learning this 

business. You might like to meet the one in 

your “neck o’ the woods.” He travels everywhere 
—talks to the agent in little Middletown, agents 

in the Big Towns, too. He learns what they've done 
to improve their advertising, modernize accounting, 
simplify follow-ups, sell those procrastinating prospects. 


This Dubuque F & M man has one purpose: To talk 
over problems and exchange ideas with you. Perhaps 
you can apply some of his findings to your own 
activities. Write us— we'll introduce him to you. 


DUBUQUE FIRE&MARINE)) 


————— —— 


atsuratce yampany. 
Dubuque, Jowa. 
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As never before... 


Today we are all aware of the disastrous and far- 
reaching effects of a major industrial fire. Owners .. . 


management... employees ... customers . . . almost 


every one suffers, in one way or another, when a serious 
fire strikes. 


Could it happen to your plant? Now is the time to take a 
long, close look at your plant's fire protection measures. 
Remember, the local fire protection ordinances normally 
only set minimum standards. Compliance with these ordi- 
nances is no guarantee of fully adequate firesafety. 

One way to be absolutely sure of the efficiency of your 
plant’s fire protection facilities is to call in an expert C-O- 


MANUFACTURERS OF APPROVED FIRE PROTECTION EQUIPMENT 


Squeez-Grip Carbon Dioxide Type Fire Extinguishers 
Dry Chemical Type Fire Extinguishers 
Bullt-in High Pressure and Low Pressure Carbon Dioxide 
Type Fire Extinguishing Systems 
Bullt-in Smoke and Heat Fire Detecting Systems 





TWO Fire Protection Engineer. He is ready and willing to 
help you with any or all industrial fire hazard problems. 

There is a personal sense of responsibility inherent with 
C-O-TWO Fire Protection Engineers that assures you of 
fully adequate firesafety ...a definite plus in your behalf. 
Whether it’s fire detecting or fire extinguishing . . . portables 
or built-in systems . . .C-O-TWO means top quality backed 
by experienced engineering that results in operating su- 
periority for you at all times. 


WHEN BUSINESS STOPS ...INCOME STOPS! 


Don’t take chances with your investment. Secure the bene- 
fits of highly efficient fire protection engineering today .. . 
our extensive experience over the years is at your disposal 
without obligation. Get the facts now! 


C-O-TWO FIRE EQUIPMENT COMPANY 


NEWARK 1 + NEW JERSEY 


C-O-TWO FIRE EQUIPMENT OF CANADA, LTD. * TORONTO 8 * ONTARIO 


Sales and Service in the Principal Cities of United States and Canada 


AFFILIATED WITH PYRENE MANUFACTURING COMPANY 





Loss Coniol 


SAFETY IN INDUSTRY © IN TRANSPORTATION © IN THE HOME 


PROFITS AND SAFETY 


ERHAPS the least understood 

subject in the world is the 

simple, six-letter-word, safety. 
We hear a lot about safety but some- 
how we don’t seem to get very much 
done about it. Despite all that we 
preach and all that we do, every day, 
every week and every year a lot of 
people are killed and maimed by 
accidents. So we find escape in the 
cliche that “accidents will happen,” 
although the great majority of them 
need not happen. 


It Does Happen 


Secondly most of us are prone to 
believe we know all about safety. 
In the plant, put a metal guard here 
or a ventilating system there, and if 
an accident happens thereafter it is 
an act of God. Or if Joe is bowling 
along in his Ford or Chrvsler or 
Cadillac at 60 miles an hour when 
he should be doing a very cautious 
30, it is the other guy’s fault when 
the crack-up comes. It can't happen 
here, we think, but millions of times 
a year it does. It is just a matter of 
how soon it will get around to that 
all important here—which in terms 
of the human pronoun means me. 

The third point is the important 
one. It is the inability, or at least 
the failure, of safety experts to pene 
trate to the very conscience of the 
people they are trying to save from 
the disaster we nonchalantly call an 
accident. In other words, they have 
heen unable to interpret their wis 
dom and knowledge in the kind of 
language that is capable of making 
every one understand, and remember, 
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that it can and will happen to that 
all important “me” if all of us col- 
lectively don’t do something about 
it—and do it mighty fast. 

We have been learning a lot of 
things about safety and human na- 
ture during the past several years. 
One of the most important is the im- 
pact of economics on the public 
mind. About two years ago, for in 
stance, the National Bureau of Casu 
alty Underwriters began to publicize 
changes in rates for automobile lia- 
bility insurange. It took that step 
not because it particularly wanted 
publicity, but because it wanted the 
public to know why those rates go 
up or down so the motorists could 


The cost is more personal 


do their part, if they were wise, in 
helping to bring them back down 
and keep them there. About a year 
later our Accident Prevention De 
partment began to note what | 
think we might almost call a phe 
nomenon, It was a marked increase 
in public concern about motor ve 
hicle accidents. 


The Cost of Accidents 


It cannot be shrugged off as a 
natural result of the greatly intensi 
hed publicity about traffic accidents 
in recent years. Certainly the press 
and the magazines and the radio 
have been driving home to the people 
with unparalleled intensity the hor 
ror of the annual slaughter on our 
streets and highways. But the public 
spoke more about the cost of insur- 
ance than about the deaths and in 
juries that were caused by automo 
bile accidents. There, it seems to 
me, we have a positive signpost 
pointing the direction where lies the 
route to the human conscience. 

I do not mean to say that the 
American people are 
deaths and injuries which result 
from accidents and think only about 
the almighty dollar. The point is 
that the cost—the price—of acci 
dents is more personal to the great 
majority. The average motorist is 
quite confident that he has the ability 
—and perhaps the luck 
accident. 


callous to 


to avoid an 
3ut he knows that he can’t 
avoid the economics, the price tag, 
of accidents that happen to others. 
Let us turn now to what we might 


call industrial 


accidents, hy which 
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I mean accidents that befall employ- 
ees while they are on the job and are 
attributable to their work in greater 
or lesser degree. Management 
learned long ago that safety is a 
profitable venture and the vast ma- 
jority of plants make it a strict prac- 
tice. As a result, plant safety has 
reached a point where the worker is 
safer at his machine than on the 
streets or even in his own home. 
That is a tribute to both the humani- 
tarianism and the genius of Ameri- 
can management, but we haven't 
even begun to plumb the depths of 
the full opportunity that awaits us 
there. 


Operational Faults 


Our safety specialists have learned 
that production and accidents are 
immediately related. It is not diffi- 
cult to reason that accidents inter- 
fere with production and thus with 
profits. Management has been aware 
of that fact for three or more dec- 
ades. Is management as fully aware, 
however, of the equally important 
fact that operational delays—or 
faulty production—may often be 
causes of accidents? In_ other 
words, just as the appearance of a 
pain in the lower right-hand ab- 
dominal region can be indicative of 
appendicitis, so will the presence of 
accidents in a shop indicate that 
probable operational faults  ex- 
ist which can and should be cor- 
rected. 

Let me give an example from our 
files. It concerns a woodworking 
plant. In one department, 50 women 
were employed at jobs that seemed 
to be the least hazardous in the 
whole shop. Wooden bottle caps 
were being processed there by drill- 
ing them halfway through the center, 
then spraying them with paint and 
finally tumbling them to produce a 
smooth finish. Metal caps produced 
by a subcontractor were then pressed 
into the wooden caps and the com- 
pleted product was packed in car- 
tons. It was the drilling that turned 
up the problem. 

Each woman employee was ex- 
pected to turn out 25,000 pieces per 
day. There were 10 drilling ma- 
chines, which meant that a total of 
250,000 pieces was scheduled for 


each 8-hour period. The company’s 
contract provided only 2% cents per 
piece and it was costing 2% cents 
each to produce the caps. In other 
words, this department was losing 
$625 per day. A safety engineer 
presented these facts to the manage- 
ment and with them an automatic 
feeding rack he had designed, which 
would keep the operators’ hands 
completely away from the danger 
zone and permit much faster feeding. 

A trial of the automatic feeding 
rack on a single machine was so 
successful that it was quickly in- 
stalled on all 10 machines. Produc- 
tion jumped almost immediately to 
an estimated daily output of 875,000 
pieces—and at a cost of only 0.011 
cents per piece. The daily profit of 
that department is now $9,843.73. 
Thus, a production fault was dis- 
covered and corrected, accidents 
were stopped, and the contract was 
filled so far ahead of schedule that it 
promptly brought another contract. 


No industry has even begun to 
tap the great reservoir of cconomic 
opportunity that awaits those who 
apply fully the sound principles of 
accident prevention to production 
capacity and plant safety. The in- 
stance of the woodworking plant 
cited is only one of thousands of 
similar instances which show that in- 
dustrial safety, great as its progress 
has been, still remains a compara- 
tively undeveloped branch of man- 
agement. 


Saved $1,080 in Labor Costs 


Consider, for instance, the case of 
a machine that engineers said was 
unguardable because of certain de- 
sign characteristics. Because of that 
belief, employees in the plant con- 
cerned had been given intensive 
training in common safety measures 

-visual aids, lectures, promotional 
stunts, contests and many other 
methods to make them aware of dan- 
ger points on the machines they op- 
erated. But the plant still averaged 
51.6 lost-time accidents per 1,000,- 
000 man-hours worked, although the 
national average for similar plants 
was 14.5, 

A safety engineer studied the situ- 
ation and made a guard for the ma- 
chine that could not be guarded. The 
first day it was tried on a single 

(Continued on page 46) 
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MONTHLY FIRE 
LOSSES 


Ban LOsSEs in the United States 
during October amounted to 
$68,551,000, according to estimates 
of the National Board of Fire Un- 
derwriters, an increase of 7.2% over 
losses of $63,958,000 for October, 
1952, and a decrease of 0.1% from 
losses of $68,613,000 for September, 
1953. 


Losses for the first ten months of 
1953 now total $751,896,000, an in- 
crease of 16.4% over the first ten 
months of 1952, when _ they 
amounted to $645,697 000, 


These estimated losses include an 
allowance for uninsured and unre- 
ported losses. 


1951 1952 
November .. $60,064,000 $65,129,000 
December ... 68,206,000 74,127,000 
1952 1953 
January 74,155,000 76,659,000 
F + stra = 69,925,000 72,706,000 
72,254,000 83,471,000 
67,380,000 67,362,000 
62,354,000 64,239,000 
58,585,000 67,644,000 
July 61,675,000 74,938,000 
\ugust 56,462,000 107,713,000 
September .. 58,949,000 68,613,000 
October .... 63,958,000 68,551,000 


Totals .... $73,967,000 $891,152,000 


MOTOR VEHICLE 
DEATHS 


1952 
2,660 


3,300 


Nine Months ... 27,030 27,420 
October 3,750 640 
3,610 


December 5 3,720 


38,000 





ACCIDENTAL 
DEATHS 


Nine Months 

1953 1952. Change 
ALL TYPES*. 68,900 70,200 2% 
Motor vehicle... 27,420 27,030 4+-1% 
Other public .. 13,000 13,300 2% 
Home 19,600 20,900 
Occupational .. 11,100 11,200 —1% 


* The total for all types does not equal the sum 
of the four succeeding totals because deaths 
from occupational-motor-vehicle accidents are 


included under both headings. 
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machine in the plant and production 
for that machife increased from 
8,000 units to 12,000 units for an 
%-hour shift. The guard cost $115. 
It was added to the other machines 
and saved $1,080 in labor costs per 
machine per year. Other savings 
included increased production, 
quicker release of machines for a 
constant turnover of new jobs, and 
insurance, which is an item in the 
cost of production that inescapably 


is affected by the accident experi- 
ence. 

Another case in our files goes back 
a few years but it is quite as appli- 
cable today as it was in 1944, when 
a prominent leather company came 
up with an accident frequency of 
28.3. Its medical and compensation 
costs for accidents amounted to $14,- 
907 alone and the total bill for those 
accidents was a whopping $75,000 
a year. 

Four years later, this company 
had reduced its accident frequency 
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precautions to offset the season’s special hazards, such as: Ice, 


snow, and sleet: early darkness; overheated or defective heating 


plants; monoxide poisoning, 


Get your community safety organization 


your schools, newspaper, and radio station— 


with the help of 
to publicize these 


hazards and tell how to guard against them, 


You'll find the Zurich-American Safety Zone film, “Winter- 


Wise,” a great help in this program of publie education. In faet, 


there's a Safety Zone production to tie in with every phase of 


community safety work 


to help you in your civic activities 


and also in promoting the good name of your agency. 


wRicn- 
(MERIC) ji 


INSURANCE COMPANIES 


Zurich General Accident and Liability Insurance Company, Ltd. 
American Guarantee and Liability Insurance Company 


HEAD OFFICE: 135 S$. LASALLE ST., CHICAGO 3, ILLINOIS 


to 13.4 by the simple use of tried and 
sound accident prevention measures. 
Its medical and compensation costs 
were cut to $4,046 and it saved al- 
most $35,000 a year in total accident 
costs. That is quite a saving in the 
budget of any company, however 
big it may be. The savings in the 
case of the leather company were 
brought about largely by moderniza- 
tion of the plant and engineering 
improvements. The report also 
noted that “production benefits were 
immediate and obvious.” 

Industry’s search for economics, 
particularly in these times, is both 
necessary, proper and understand- 
able. It is quite natural, therefore, 
that the cost of insurance, which is 
part of the cost of production, is 
one of the items that comes under 
examination, What has never been 
understandable to me, however, and 
I am sure to many of my colleagues 
of the insurance industry, is that 
certain industrial associations or or- 
ganizations frequently let loose vio- 
lent public attacks against the in- 
surance companies when any such 
attacks should be directed to the 
legislatures. 


Benefits Set by Legislatures 


The injuries that are compensable 
and the benefits that are provided 
for in a workmen’s compensation in- 
surance contract are not decided by 
the insurance companies, but by the 
state legislatures. They vary, of 
course, from state to state. In some 
states they may be excessive to the 
point of politically dictated pater- 
nalism, in others they probably hit a 
reasonable medium for prevailing 
conditions, and in others it is possi- 
ble that they fall short of an injured 
worker’s needs. It is obvious and 
inevitable, however, that the basic 
rate for insurance protection will be 
higher in the more liberal states, 
correspondingly lower in the me- 
dium states, and still lower in the 
more stringent states. 

Yet, I can think of a number of 
states where those who profess to 
speak for organized industries are 
blasting the insurance companies 
hecause their state has more liberal 
workmen’s compensation laws and 
their member industries, therefore, 
are obliged to pay higher basic in- 
surance rates than neighboring 
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or nearby states that have more 
reasonable workmen’s compensation 
laws. It seems to me that if any 
criticism is justified, it should be 
directed toward the law, which fixes 
the benefits, and not against the in- 
surance companies, which have no 
recourse but to obey the law. 


Lower Rates Today 


There are also two other factors 
which the spokesmen of these organ- 
izations ignore completely. The 
first one is that the nationwide av- 
erage of basic workmen’s compensa- 
tion insurance rates is lower today 
than it was 15 or 20 years ago, de- 
spite the fact that benefits are much 
broader and higher. It is ttue that 
the premium is higher because more 
employees are protected than ever 
before in the history of the country 
and the number of accidents is sim- 
ilarly up. The remedy is the same 
remedy that was used so effectively 
by the company used as our example 
above, the employment at small cost 
of modern accident measures which 
invariably return handsome profits. 
That, I regret to say, is the second 
factor these spokesmen overlook. 

Let no one misunderstand my 
meaning. I do not suggest that 
either the insurance companies or 
the affected industries should at- 
tempt to make workmen’s compen- 
sation laws less than fair and reason- 
able to employees under prevailing 
conditions. Neither do I suggest 
that the legislatures are doing any- 
thing that they do not believe, in 
good conscience, they should do. I 
do suggest that if the affected indus- 
tries have reason to think their 
workmen’s compensation laws are 
unreasonably liberal, they should 
seek relief in the legislatures and not 
by unfairly attacking the insurance 
companies. I further suggest that a 
large part of that relief can be ob- 
tained by reducing accidents. 


How then can this potentially 
greatest of all means of cost saving 
and profit increasing be put to work 
at its fullest capacity. Bluntly stated, 
it can be done only by major change 
in attitude by management toward 
safety—plant safety to prevent on- 
the-job accidents and public safety 
to prevent off-the-job accidents. But 
that is not all. To attain complete 
success, it will call also for the co- 
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operation of labor leadership and to 
some extent perhaps of government 
itself. This is not, however, as big 
an order as it may sound, so in 
conclusion let us look at some con- 
crete steps toward greater personal 
and economic safety for all of us. 
Management must of necessity be 
concerned first with production. The 
future of the company, its employ 
ees and its stockholders, all depend 
on getting maximum production at 
minimum cost. In quest of that ideal, 
it has become traditional for man 
agement to put tangible expenses on 
one side of the ledger and intangible 
—or “service”—expenses the 
other side. The tangible expenses 
include such things as heat, light 
and power, depreciation, ma- 


on 


raw 


terials and productive labor. The 
“service” expenses include, among 
other details, “non-productive” labor. 

Because it doesn’t seem to be out 
there on the assembly line, turning 
out finished products for waiting 
markets, the safety activity of the 
great majority of plants comes under 
the heading of ‘“non-productive’’ \a- 
hor. I might mention, parentheti- 
cally, that this is also the category in 
which management itself is included, 
although it might not be aware of 
that fact. | say without qualification 
that the most productive labor in 
any plant should be the plant acci 
dent prevention staff. 

However, plant safety is no one 
sided responsibility. There is no 


{Continued on the next page) 
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mystery about how to achieve effec- 
tive safety. It can be spelled out in 
one word—enforcement. In the field 
of public safety, that means the 
enforcement of the laws. In the field 
of industrial safety, it means the en- 
forcement of standards and rules, 
Certainly it is true that management 
has the first responsibility to estab- 
lish safe working conditions through 
sound safety engineering and safety 








SPEAK OUT 


rules. Thereafter, however, all must 
do their full part for the greater se- 
curity of everyone. 

An efficient accident prevention 
staff, once safe working conditions 
and rules have been established, will 
experience little difficulty winning 
the cooperation of the employees. 
They, too, must be taught that the 
avoidance of accidents is not merely 
a matter of personal safety but also 
of greater economic security—that 
the most liberal workmen’s compen- 


DANGER 
SOFT 
SHOULDER 





FOR UNIFORM 
TRAFFIC LAWS 
IN CIVIC GROUPS — 


IN TRADE 


ORGANIZATIONS — 
IN PERSONAL 


CIRCLES — 
SPEAK OUT. 








90 JOHN STREET 
NEW YORK 38, NEW YORK 


sation laws do not require benefits 
equal to their incomes as productive 
workers. I suppose, from time to 
time, every plant will have an em- 
ployee who, hoping to live by the 
rules of the something-for-nothing 
era, is willing to trade full time pay 
for part time compensation benefits, 
but the case histories in our files 
show beyond debate that when safety 
is soundly established in a plant— 
and fully recognized by management 

the great maiority of employees 
cooperate to the greater benefit of 
everyone. IJ*or those occasional few 
who wilfully fail to do so, govern- 
ment has the authority to deny bene- 
fits and should enforce it. 


Only Part of the Job 


If management’s modern interest 
in the safety of its employees begins 
and ends at the plant gates, how- 
ever, it has only done part of its job, 
has seized only part of its oppor- 
tunity, The machine that is left 
idle because Joe, its operator, was 
injured in a traffic accident on the 
way to work, is just as unproductive 
as though Joe had been injured by 
the machine itself. The cost of traf- 
fic accidents to industry is counted 
in many ways and sometimes I 
wonder if management is unaware 
of all or even most of them. The 
first cost, of course, is a drop in 
production ; and if there is an extra 
man ready to take Joe’s place, re- 
member he is also an extra cost 
chargeable to accidents. In most 
instances, the cost of compensation 
insurance will not be affected by 
Joe’s traffic accident; but the acci- 
dent, health, medical and hospital 
insurance probably provided for em- 
ployees will be very much affected. 

Last year alone some 37,000 per- 
sons were killed and up to 2,000,000 
injured, in traffic accidents, a goodly 
number of them employed people. 
The figures for 1953 will be much 
higher, unless some miracle causes 
the American motorist to drive more 
carefully or the authorities to awaken 
to the fact that there are laws which 
compel careful driving when they 
are properly enforced. 

The real economic loss from traf- 
fic and industrial accidents is actu- 
ally unknown. It is estimated to be 
$4,000,000,000 annually for traffic 
accidents and some $3,000,000,000 
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for industrial accidents. That is a =" 


total of $7,000,000,000 every year. | 
This doesn’t nearly represent the ac- |  PEERL ESS A GEN IS@ 


tual cost of these accidents, includ- 
ing the full toll of that all-important 
ioss in production. It is still a big 
enough figure, however, to cause 
every business and every industry 
to sit down and figure its share, 
most of which represents profits that 


" 7 : 
could have been. PANIZER 


_ 
ORG nq to chante 


ey 


There is no such thing as a busi- 
ness or industry that can afford to 
be complacent about accidents. 
Perhaps there are a few plants that 
have had no accidents for a time, 
and I say all hail their efficiency or 
perhaps even their luck. It does not 
follow, that misfortune 
will not overtake them tomorrow or 
next month or next year, and the 
cost may be a grave one. I do not 
expect to see the millennium of an 
accident-free country, but if we 
strive toward that goal in the firm 
belief that it can be accomplished, 
then I am sure we will come mighty 
close. Then indeed, safety will yield 
its fullest profits. 


May 
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Peerless Agents are fully equipped to 
produce greater sales volume by selling 
thoroughly complete insurance programs to 
all their customers and prospects. 

The Peerless “Simplifier” (for the sale of 
Fidelity and Surety Bonds) and the 
“Organizer” (for the sale of Fire, 
Casualty and Bonding protection) leave 
nothing to chance — nothing to 
memory. These two sales-producers 
cover complete insurance program- 
ming so forcefully and logically 

they are sure business builders ” 
whenever they are used. 


NEW BRAKE COMPOUND 


OP-SIL-LOY, a powder alloy of 
tin and lead suspended in an 
adhesive vehicle, is a new brake 
compound designed to end brake 
“fade” and improve braking action. 

The product has been under test 
for over three years by fleet oper- 
ators, bus lines, racing car drivers, 
autoists and industrial operators. 
Aiding in the tests on an unofficial 
basis were insurance company exec- 
utives and state highway officials, 
interested in cutting the high acci- 
dent rate on highways. 

When the ordinary driver brakes 
his car the friction between the 
braking surfaces creates flash heat 
up to 1300° F carbonizing the lin- 
ings, making them brittle, useless 
and dangerous. The compound, 
carefully applied, completely covers 
the roughened, coarse surfaces of 
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SERVICE OF PROCESS LAW 


HE SUPREME COURT, in declin- 
ing to hear an appeal, has in 


tional tests indicated that only about 
five stops could be made at 60 miles 
per hour before complete fading out 
of brakes was noticed. With Cop- 


the brake linings, and, it is claimed, 
will maintain friction while dissi- 
pating the heat of the braking action. 

Tests aimed at cutting down small 
accidents, proved that average de- 
celeration time of a vehicle traveling 
at 60 miles per hour has been in- 
creased from 20 to 30 feet per second 
with use of the compound, Addi- 
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sil-loy-treated brakes on standard 
linings, a dozen or more stops could 
be made without any fade at all 
The compound is distributed by 
Dee Dee Company, Hollywood, 
Calif., Cop-sil-loy Eastern, Inc., New 
York City, Cop-sil-loy Michigan, 
Inc., Detroit, and local distributors 
throughout the United States. 


effect upheld the lower court de 
cision in the Iowa State Traveling 
Men’s Association upholding 
the unauthorized insurers process 
law drafted in 1948 by the National 
Association of Insurance Commis- 
sioners. That law makes an out-of- 
state insurer subject to process 
where it does business by mail, 


case 
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CHOPPERS CHEWED 


DURING THE COURSE OF THEIR daily 
work, adjusters and underwriters 
become used to the strange actions 
that are sometimes involved in 
claims. Even they are sometimes 
jolted, however, by claims such as 
the one recently paid by the North 
west Casualty Company. The claim 
ant was a guest of the policyholder. 
While taking a nap one afternoon he 
removed his dentures for greater 
sleeping comfort, which was quite 
understandable. When he awoke, he 
found that the insured’s dog had 
seized the false teeth and chewed 
them up completely. The teeth had 
been left on a table and apparently 
the dog didn’t like the looks of the 
teeth grinning at him without a set 
of lips and a face around them. 


YULETIDE PRECAUTIONS 


TO KEEP GAY HOLIDAY PARTIES 
from turning into tragedies, the Na- 
tional Board of Fire Underwriters 
suggests a few simple safety pre- 
cautions : 

1, Check to see that the Christmas 
tree is not located near any stairway 
or elevator shaft which would pro- 
vide a draft, and that it doesn’t 
block an exit. 

2. Someone in authority should in- 
spect the tree to determine whether 
it is too dry to leave up any longer. 
3. Provide plenty of ashtrays for 
smokers. Don’t allow smoking near 
the tree. 

4. Be sure 
throughout 
flameproofed. 
5. Avoid using net or gauze-like 
fabrics for dresses, 
children’s clothes. 
fabrics easily catch fire. 

6. If loosely woven costumes must 
be worn, they should be flame- 


decorations 
have been 


that all 
the room 


costumes or 
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proofed with the following solu- 
tion: Mix nine ounces of borax and 
four ounces of boric acid in a gallon 
of water. Dip the fabric in this solu- 
tion, wring by hand and hang to 
dry. Flameproofing will last until 
the garment is laundered, when it 
must be repeated. 

7. Don’t use candles for decoration, 
or let children carry them in tab- 
leaux or choir singing. Electric can- 
dies are just as effective, and much 
safer. 

8. If there is an open fire in the 
room, see that the fire screen is in 
place and the tree and other com- 
bustibles are not near the fireplace. 


HOLIDOZE 


lv’LL BE A MAD WHIRL this holiday 
season. There'll be plenty of parties 
and other kinds of holiday activity 
to keep you jumping. And maybe 
vou'll be tempted to cut down on 
your ration of shuteye. 


Well, have fun, of course. Make 
the most of the holidays. But don’t 
lower that quota of sack time. Lack 
of holidoze can change your holi- 
days to holidaze . . . and make you 
a hazard to yourself and your fel- 


low workers. National Safety Council 


CHEERS! 
“It WAS THE handiest 
around,” was the answer four 
Huntington, W. Va., gave 
after dousing a fire at a drive-in 
restaurant with 3.2 per cent beer. 
The fire coming from under stacks 
of beer cases was discovered by pa 
trolmen in a cruiser. They radioed 
for help then used the fire extin 
guishers from their car. When that 
ran out, they poured the beer into 
buckets and threw it on the flames. 
When the firemen arrived the 
was almost out. A _ fireman 
noted that the policemen were using 
one of the best fire extinguishers in 
the world. Beer foam is composed 
largely of carbon dioxide, which is 
the base in many extinguishers. 
The Texas Insurance Fieldman 


liquid 


cops 


blaze 


VANITY! OH VANITY! 
Fok THE Loss of an eyelash, a 
Milwaukee woman has filed a dam- 
age suit for $27,500 in Federal 
Court against a Rochester, New 
York, manufacturer. Describing 
herself as a free-lance model, the 
woman claims she lost the evelash 
while using an eyelash curler made 
by the defendant. The suit, con- 
tending the curler was defective, 
seeks $25,000 for loss of the lash 
and mental anguish, while her hus- 
band asks $2,500 for medical ex- 
penses and compensation for loss 
of his wife’s society and companion 


ship. 


Fireman's Fund Record 


SHOOT THE WORKS 


A San Francisco motorist who 
had just crashed into two cars, and 
was trying hard to keep cool, lit a 
cigarette, then tossed it into a pool 
of gasoline and set fire to one of the 


three cars and two others. 
The Casualty & Surety Journal 
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This letter from the Airkem case history file gives dramatic proof 
that Airkem’s Smoke Odor Service can be of invaluable assistance 
to policyholders. And here’s what this can mean to you: 


First, by calling in Airkem immediately after the 
fire (instead of waiting for complaints) you leave 
no doubt in the policyholder’s mind that your 
company is concerned with his case—and is taking 
immediate, decisive action to help him. 

Second, by repairing smoke odor damage quickly 
and thoroughly, you conserve the policyholder’s 
resources and save him time, trouble and incon- 
venience. 

Third, by getting rid of the smoke odor, you re- 
move its disturbing influence from the mind of the 
policyholder. Equitable settlements become far 
easier to make. 


AIRKEM, INC. 
241 EAST 44TH STREET 


3 & 
Smoke Qaar Service wr on 


Add this up, and you have the kind of publie re- 
lations program money can’t buy! 


Your local Airkem SOS representative is ready to 
serve you at any hour of the day or night. He's 
listed in your phone book—call him now. Or mail 
this coupon, today. 


| For more information about Airkem's Smoke Odor | 
| Service, fill in and mail to: 


! 
| Airkem, Inc., 241 E. 44th St., New York 17,N.Y. 
Please send me the 1953-54 directory of Airkem 
SOS Representatives. 
Please send Case History Reports of interesting 
Airkem SOS Applications. 


| 
| 
| 
| 
| 
| 
| Name as 
| 
| 
| 
| 
| 





Connitiyss sk. 


| aaa 


| 
fs ee 
Bi 4 


be raw an ane anenenananasanarasanarasacesan 





SHOW YOUR CLIENTS 


- - - how to reduce their premiums 
- - - and your potential losses .. . 
through the right fire prevention 
and safety equipment! 








what safety and maintenance 
products to use 


when to use them 


in the who makes them 


N EW hh 4 OC where to buy them 




















* COMPLETE + CONCISE 
@ ACCURATE « UNBIASED 
@ AUTHORITATIVE 


oo auger BEST'S SAPETY & MAIVPEVAMCE DIRECTORY 


AN EXTRA SERVICE FOR YOUR TARGET ACCOUNTS 
--- @ genuine investment in service and good will .. . 


Provide copies of the DIRECTORY imprinted with your 
name to the key men in the plants you insure... 


PLANT FOREMEN 
SUPERVISORS Single Copy—$5.00 
PURCHASING AGENTS (Quantity prices on request) 
INDUSTRIAL MEDICAL PERSONNEL 
Simplify their problems . . . make it easy for them to 


select safety equipment which will decrease their accidents 
and your losses. 
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How to 
find out how 
AAMB Invoicing 
can earn more 
dollars for you! 





AAMB'S “TIME-SAVER INVOICE” 
offers you 8 new cost-saving advantages 
plus the success-tested Ezomatic follow-up 
Collection System. You'll find an actual 
sample of this Invoice scotch-taped to the 
pages of “Short Cuts Save Dollars” and 
a detailed explanation of how easy it is 
for any agency—large or small—to 
install and save costs by using this new 
Invoicing System. “Short Cuts Save 
Dollars” also contains samples of AAMB's 
Multi-Purpose Account Current, Insur-O- 
Gram, Renewal Notice, Multi-Purpose 
Application, Check Voucher and other 
AAMB forms and procedures that will 
help earn more profit dollars for you. 
“Short Cuts Save Dollars” is FREE to any 
agency requesting 
a copy on their 
letterhead. 
Write for your 
Shert-Cys; 


Save 
Dollars: 


- eilbtcia 8 


American Agency 
Management Bureau 


Robert Burns, President 


3400 Connecticut Avenue 
Washington, D. C. 


SECRETARIAL SURVEY 


| IFTY-TWO percent of the secre- 
 sortes interviewed in a nation- 
wide survey said they prefer to take 
| dictation from machines, rather than 
verbally—because the machines are 
| faster, leave more time for other 
duties, and cut down after-hours 
work, The average secretary inter- 
| viewed in the study does eight let- 
| ters daily when taking shorthand 
) and eighteen daily when transcrib- 
| ing from a machine. The survey, 
which was conducted by Fact Find- 
ers Associates, Inc., for The Gray 
Manufacturing Company, included 
personnel directors as well as secre- 
taries. 

Over 55% of the personnel ex- 
perts polled said that today’s Girl 
Fridays are more efficient than the 
pre-war variety ; some 27% felt they 
were about the same; and only 17% 
thought they were less efficient. 
Secretaries’ main faults, the per- 
sonnel directors said, are a lack of 
initiative and willingness to learn 
and lack of interest and concentra- 
tion. 

The girls also had some com- 
plaints, however, chiefly: working 
overtime, too much supervision, de- 
| tail and routine, and sitting too long. 
| On the other hand, 73% disliked 

nothing at all about their jobs, and 

more than 48% felt their bosses had 
no faults. But said one girl: 

“Faults? Oh dear, they’re far too 
| numerous to mention.” 

Surprisingly, none of the girls 
| went on record with a statement 
that they were worked too hard, 
| though one felt she was “some- 
times.” The girls cited a variety of 
things they liked about their jobs, 
including ‘varied duties” and 
| “pleasant surroundings and associ- 
(the two most mentioned), 

“good working conditions,” and 

“machine dictation.” 

Another surprise was the fact that 

a pleasing personality rated the top 

spot as a secretarial asset on both 

the pers mnel directors’ and the sec 
retaries’ lists, though the directors 
put competence and overall  effi- 
ciency in first place too. Tied for 
second place in the personnel direc- 
tors’ opinion were “personal appear- 

ance,” “conscientiousness,” and “a 

good education.” The girls put 

“technical knowledge” in second 

place. 





, 
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POTENTIAL SUPERVISORS 


TT MAINTAIN an ample supply 
of potential supervisory person- 
nel, management should start selec- 
tion at the point of hiring, Samuel 
S. Board, director of recruiting and 
placement of Koinonia Foundation 
of Baltimore, told the annual meet- 
ing of the Life Office Management 
Association. 


Candidates Available 


“If a conscious effort is made to 
include three or four potential super- 
visors in every twenty people hired 
for any specific part of the enter- 
prise, at least you will have some 
candidates available when the new 
supervisor must be picked,” Mr. 
soard said. This procedure, gather- 
ing information at time of hiring, 
will also make the process of selec- 
tion of supervisors less obvious and 
the choice less a matter of debate, 
he added, and will also tend to keep 
standards of selection high. 


Qualities which should be con- 
sidered in choosing either potential 
supervisors or the ones to be finally 
promoted, Mr. Board said, are prin- 
cipally these: intelligence—the abil- 
ity to learn by listening or from 
printed material; the demonstrated 
ability to continue mental growth; 
leadership and a desire for leader- 
ship ; popularity or relationship with 
other people; the type that other 
people consult and confide in; the 
ability to make decisions ; the ability 
to accept criticism and profit by it; 
and the spirit to look for better 
methods, new ideas and sounder re- 
lationships. 


A Continuing Process 


Selection of supervisors is a con- 
tinuing process that should be un- 
der way at all times, according to 
Mr. Board. By keeping detailed rec- 
ords of employees’ background, 
watching their work, frequently in- 
terviewing them and giving subtle 
try-outs for supervisory activities, 
the ranks of poténtial supervisors 
can be made ready for any needs. 
An added advantage, he said, is that 
it enables management to eliminate 
the loss of high quality personnel 
through failure to recognize super- 
visory ambitions, 








FOR FLAWLESS GRACE 
PLUS UNMATCHED PERFORMANCE 


Suit Rising 
PAPERS 


Our recipe for the world’s finest 
per is over fifty years old now. 
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Rising LINE MARQUE WRITING . 25°/> Rag 
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MYSTERY TOP 


A new “Mystery Top” that defies grav- 
ity, changes color and dances on its head 
is offered by Arcon Products Company 
as an exciting give-away or premium item 
for business promotion. Youngsters and 
adults are mystified by their unusual action 
and when imprinted with a name or sales 
message, they prove attention-getting and 
a subject for conversation. The tops are 
particularly suitable for sales meetings, 
conventions, special campaigns and as 
souvenir mementos for all types of gath- 
erings. Made of plastic, they 
1,” in diameter. 


measure 
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HAND DRYER-DEODORIZER 


Ozo-dry, a new electric hand drying 
unit for restrooms that deodorizes the 
room as well, is now available from 
Michael Electric Products, Inc. The unit 
directs a gentle flow of warm, pleasant 
air that softens the hands as it dries 
them and is said to prevent chapping. Its 
cost is considerably less than the amount 
usually spent each year for conventional 
drying methods and the machine may be 
expected to have a salutary effect on the 
morale of office personnel. The deodoriz- 
ing function stems from a small ozone- 
producing Westinghouse lamp which de- 
stroys objectionable odors. Finished in 
white, the unit is 9” x 7” and operates on 
AC current. It is equipped with a timer 
that runs for one minute and then stops 
automatically. 


INSTANTGRAPH 


This is an insurance record chart which 
makes a useful and highly acceptable pro- 
motional item. In a time-saving manner 
it eliminates haphazard methods of keep- 
ing records and receipts and charts a 
complete survey of insurance coverage. 
There is room for a description of the 
property covered by insurance, the type 
of coverage, date of premium payment 
and expiration date of policy. Similar 
space is available for life insurance as 
well as other forms of personal coverage. 
Gummed labels are provided which can 
be filled in with the agents’ name and 
address and then affixed to the inside 
front cover. Or if it is preferred, front 
cover advertising can be had in gold let- 
tering or in colors at an extra cost. The 
Instantgraph has been developed by Phil- 
lip Witz and measures 444” wide by 834” 
high. 


ROTARY FILE 


A combination of compactness, speed 
and comfortable operation has been at- 
tained by Ferris Business Equipment, Inc., 
in the development of this rotary file. 
The completely motorized unit delivers 
the material effortlessly and quietly at 
desk height. Existing records of every 
type, regardless of card size, condition, 
or kind of paper used, can be handled 
without punching or retyping. Cards are 
carried in individual, easily removable 
trays eight inches long and with a capacity 
of about 800 cards. A total capacity of 
some 85,000 cards, 3” x 5” in size, is avail- 
able. Operation is by either push buttons 
or foot pedal and requires no special in- 
struction. 


PHOTO-COPIER 


This  one-unit photocopy machine 
(printer and developer combined) will 
produce exact copies whether the original 
is single or double-sided, opaque or trans- 
lucent, white or colored. At a low cost it 
makes single-side copies, double-side (to 
reduce filing space), transparent copies or 
tissue copies (for air mail use). Pages 
from bound books can be copied without 
removing or injuring the pages. Devel- 
oped by Copy-Craft, Inc., the machine 
measures 1642” x 231,” overall, with a 
developer tray which is removable for 
cleaning and a lid that closes tight when 
not in use so the solution keeps longer. 
It is of non-metallic construction, finished 
in glossy black with white trim and can 
be operated easily without special training. 


Best's Fire and Casualty News 
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KOPLE who collect stamps 

are fond of relating that every 

stamp has some history or tra 
dition behind it. And it is so with 
china, coins, old silver and other 
equally interesting collections. 


Based on Folklore 


But ask Mr. Wrightson Chris 
topher, a Christmas legend collector 
for many years, and his eyes will 
light up with the true collector’s joy 
in telling of his prized possessions, 
“The roots of Christmas customs go 
very far into the folklore of the 
Scandinavians, the Europeans, the 
Romans, even into prehistoric Druid 
times. The Christmas legends we 
know today have often come down 
so far their origin is lost in antiquity. 
Later legends are closely allied to 
the religious beginnings of this day.” 

A genial gentleman in his early 
fifties, Christopher is general man 
ager of Rust Craft, and a leading 
collector of Christmas legends. He 
has found that the legends of old 
have a place on modern-day greet 
ing cards—that people actually do 
practice in their homes the customs 
of an earlier day. 

“Take the word ‘Yule’ itself 
this word originated with the ancient 
Northern peoples who thought of the 
sun as a wheel revolving around the 
earth and which reached its solstice 
in the winter. This cycle of the sun 
was known to them as the //weol.” 

Peering further into the ancient 
history of the Druids, Mr. Chris- 
topher learned that the priests among 
this ancient people were among the 
first to celebrate the Yule period by 
burning a log which they blessed 
with much ceremony. I:very year 
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a brand was saved to rekindle the 


new fire. 

\mong other Europeans, — the 
Romans were the first to celebrate 
the season in a pagan ceremony con 
sisting of a procession and the light 
ing of candles. Later the Christians 
merged this ceremony into the fes 
tivity commemorating the birth of 
Christ. And, as it happens, this 
was later merged in other parts of 





ae aa de 


urope with the winter solstice fes 
tivities. 

The traditions of Christmas are 
many. Some can be traced, but most 
are lost in the dim recesses of his 
Nicholas, 


patron saint of children, is one rooted 


tory. The story of St 


in fact. A man named Nicholas was 
born in Asia Minor back in the 9th 
or 10th century, the son of a wealthy 


bishop and a charitable mother 
When his parents died, Nicholas 
gave away everything his parents 
left him. After his death he was 
named as the patron saint of chil 
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Christmas Legends 





lren whom he particularly love. 


‘ 
“| am often asked,” notes Mr: 
Christopher, homes all 


over the world have Christmas trees 


“whether 


he answer is no, It is the Christ 
mas crib which is more widely 
known as a symbol. It is the creche 
in France, the Nacimiento in Spain, 
and the Krippe in Germany. In 
many European countries the crib 
is carried through the streets by 
groups of singing children and is a 
feature in many homes during the 
Christmas holidays just as the tree 
is in the Northern European coun 
tries and here.” 


Giving of Gifts 


Poring among the works of an 
cient historians, Christopher has 
found that the first mention of gifts 
at this season was the result of the 
custom instituted by Roman em 
perors who “invited” their subjects 
to make gifts to the monarch at this 
season. It was less a religious cele 
bration and more a means of ob 
taining these emoluments for them 
selves. But it is a custom we have 
taken over in a completely different 
spirit today, 

It is interesting that Santa Claus 
is not widely known around the 
Mostly, it 
is the Wise Men who arrive bearing 


world as a gift-bringer 


astern and 
Southern Europe. In Hungary the 
gifts come from the Angels, in Po 
land from the Stars, in Greece, St 


gifts, especially in 


Basil is the gift-bestowing patron 
saint, while in Denmark it is an elf 
Jule-nissen 
\mong the ancient legends of 
Christmas is the legend of the Christ 


(Continued on the next page) 
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| Christmas Legends—Continved 


ANYBODY 


who has a press 


can do printing, 


| each night to guide travelers. 


mas candle, It tells of a shoemaker 
who lived in a cottage on the edge 
of a village. Although a poor man, 
he placed his candle in the window 
De- 
spite wars and hardships and illness 
his light never wavered. This in- 
spired the villagers and at the Christ- 
mas season nearly every villager 


| placed a candle in his window. The 


custom grew and became universal. 
Another undying tale is the legend 
of the Christmas Rose. A little shep- 


| herdess watching from afar wept 
| because she had no gifts to offer the 


Christ Child. As her tears fell to the 
ground, flowers sprang up. These 


| the child gathered and hastened to 
| bring to the infant Jesus to add to 
| the gifts brought by the Wise Men 
| of gold, frankincense and myrrh. 


companies is a 


The Wassail Bow! 


Europe, and for that matter, all 
| the world, is filled with reminders 
| of ancient Christmas customs. 


. . . printing for insurance | 


The 
“Wassail” bowl, today the Christ- 
mas punch bowl, is derived from the 
ancient Saxons. In those days, 


| “Wassail” was a greeting which 
| meant “What hails?” or “How fare 


| you?” 


specialized business 





Our two modern plants were 
equipped with your work in mind. 
Complete facilities enable us to do 
the entire job in our own shop, thus 
controlling quality and service. 


Your policies or other forms are 
made to your own specifications— 
they are even packaged the wa 
you want them. Snap-outs wh 
able too. 


Let us show you what a really 
special job we can do for you. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
223 W. Jackson Blvd., Chicago 6, Illinois 


PLANTS AT 


55 Old Colony Parkway 2815 N. Vermilion St. 
Boston 25, Mass. Danville, Il. 





Christmas carols, for the most 
part, are known in all parts of the 
world, Their origin, in most cases, 
is lost, but they are thought to be 
the spontaneous outburst of joyous- 


| ness of ancient peoples at the Christ- 


mas season, 

There is an interesting German 
legend which explains the origin of 
the pine cone, widely used at Christ- 
mas time. This tells of a poor woman 
climbing a mountain to pick up pine 
cones for fuel. She was approached 
by an elf who told her to “‘take only 
the cones under this tree.” The 
woman picked up the cones indicated 
and when she arrived home she 
found that they had all turned to 
pure silver, Thus, the silver pine 
cone which we know today. 

A feature of the Mexican Christ- 
mas celebration is the unique Pinata, 
or fragile earthenware painted with 
a doll’s face, a bullfighter or some 
other figure. Children are blind- 
folded and given sticks. When the 
jar is shattered a shower of gifts, 
fruits, and sweets tumbles out. 


The Bohemians have a tradition 
that if a girl cuts a hole in the ice 
at midnight on Christmas Eve she 
will see her future husband. Thus, 
as midnight approaches on the Holy 
Day, you will see girls with little 
hatchets wandering out to nearby 
lakes and frozen brooks, anxious to 
see the face of their lover-to-be. 


Japanese Christmas cards usually 
bear a symbol of the stork, which 
is a way of saying “I hope you live 
one thousand years,” believed to be 
the life cycle of the stork. The turtle 
is used similarly because a turtle is 
supposed to live 10,000 years. 

Many of the well-known legends 
have been immortalized in Christ- 
mas Cards. One legend has it that 
when Christ was born all the trees 
burst into blossom and bore fruit. 
Birds sang and all the forest was 
transformed into a magic garden. 
There was a sound of bells on the 
night air and a multitude of angels 
singing. 

Thus, today our Christmas cards 
often show a star at the top of a 
tree trimmed with shining balls, 
glittering tinsel, tinkling bells and 
candy canes, all proclaiming the 
happy message. 

Another legend immortalized in 
cards is the origin of Christmas bells. 
In the town of Lochen, Holland, 
there once hung in the church tower 
two bells with a clear tone unfor- 
gettable to those who heard them. 
However, these bells had never been 
baptized and one night, so the story 
goes, they disappeared from the 
church tower. 


Bells are Traditional 


At midnight on the eve of Christ- 
mas, the familiar bell tones were 
heard through the town. Though 
the bells were never found their 
chimes continued to ring out over 
the town each Christmas at mid 
night. Today Christmas bells have 
become traditional, 

Wrightson Christopher, the man 
who collects Christmas legends, uses 
religious and folktale “symbols of 
happiness” on Christmas greeting 
cards. In the friendly, loving custom 
of card sending, Christmas legends 
are universally interesting as they 
help to portray the true spirit of the 
Christmastide. 
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or 


The Recordak Junior Microfilmer 


per minute 


Recordak Microfilmers are designed for 
all requirements, all budgets 


Here you see just two of the Recordak Microfilmers 
offered today. 

All told, there are five types of Recordak Micro- 
filmers designed for recording office-size documents 
on 16 mm. film: plus four Recordak Micro-File 
machines for copying larger-size records, bound or 
unbound, on 35mm. film. 

Whatever features you need in a microfilming 
machine, Recordak has; whatever features you don’t 
need, you needn’t buy or rent. Thus, regardless of 
your requirements, you’re sure to find a Recordak 
machine that will give you all the advantages of 
modern microfilming at lowest cost. 


**Recordak” is a trade-mark 


The Recordak Bantam Microfilmer, with 
40-1 reduction ratio—highest available today 


It will pay you, definitely, to get full 
details on the Recordak line now available 
on an attractive purchase or rental basis. 
Write Recordak Corporation (Subsidiary 
of Eastman Kodak Company), 444 Madi- 
son Avenue, New York 22, N. Y. 


=RECORDPK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and its application to insurance routines 





Come the NEW YEAR... 


why not step up production, raise morale 
by SPENDING ONE CENT A DAY IN 1954? 





Make the decision now to trade in your 5-year- 
old typewriters for brand-new Royals. 

If you’ve been planning tc keep the oid type- 
writers five years more, you'll only save 1 cent a 
day per machine. 


Doesn’t it make good business sense to spend that 


CALL YOUR ROYAL REPRESENTATIVE | 


money for increased typing production and better 
office morale? 

You'll get those clean-looking, well-groomed 
letters which are a real pleasure to sign. You'll get 
neater memos. You'll get crisper-appearing reports. 


And in addition— you'll get that intangible called 
“better employee relations,’’ something that’s hard 
to define but mighty apparent when it’s missing. 

Royal Standards are the finest, most rugged 
precision writing machines built. They take less 
time out for repairs. They are preferred in business 
21% to 1 by people who type. So they must offer more. 
Call your Royal Representative today. He’ll bring 


a new Royal to your office and give you the details 
on the 1 cent a day story. 


RUYAL 


STANDARD ° ELECTRIC * PORTABLE 
Roytype Business Supplies 


(He’s listed in the Classified 
Telephone Directory) 
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Attitude? Bah! Humbug! 


IX CAN take a page from 
Charles Dickens and 
one of his colorful expres 
sions of distain—“Bah! Humbug!” 
in respect to exploring the em- 
ployees’ attitude. We can also carry 
our reference to Dickens and call at- 
tention to the startling reformation 
which took place in Scrooge when 
he “reviewed” the facts. We have 
no spirits to assist us in our task o1 
presenting the “facts.” We merely 
call attention to certain interesting 
aspects of human relations in this 
changing business world. 


use 


A Captive Personnel? 


We use the word “captive” in a 
restricted sense in reference to the 
current trend in employer-employee 
relations. In October, we wrote 
about fringe benefits and pointed out 
that these benefits are costing in ex 
cess of twenty percent of the payroll 
It is recognized that the “job” is not 
all things to all employees and that 
there are annoying problems in- 
volved in the work-a-day world. 
Every job from office boy (if there 
is such a classification any more) 
to president-owner of an enterprise 
includes routine, humdrum, 
monotonous details. We can't escape 
distasteful work entirely. We try to 
make up for the deficiencies of each 
job by creating a desirable working 
atmosphere. \We add the fringe 
benefits, improve the working place, 
reduce the hours of work, allow 
“coffee-breaks,” and in general, 
make the job as valuable as pos 
sible. 


some 
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Here comes the gimmick! In 
many cases the job becomes so valu 
terms of 
take-home pay) that the employee 
can't afford to quit because his “pro- 
prietary interests’’ and his “job se 
curity” values increased so 
much. Is this employee, then, a 
captive? That question never need 


able (not necessarily in 


have 


Certain interesting aspects 


be answered unless there are two 
forces which are pulling in opposite 
directions—one_ force drawing the 
employee closer to the company and 
continued through job 
values; the other force drawing the 
employee away from the job, driving 
him away from the company through 
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inept and thoughtless supervision 


We were about to say “stupid super 
vision,” 


but we do not refer to stu 
pidity as an absence of acquired 


knowledge, but more as a careless 


attitude toward human relations, 
This conflict of desire and interest 
is illustrated by the housewife who 
commented as she left a store, “If 
their prices weren't so low, | 
wouldn’t do business here and be in 
sulted.” A captive customer, much 
like a captive employee—held by 
self-interest which is in conflict with 
desire, There is no need to belabo: 
the point, except to add that, in our 
opinion, top-management should ex 
plore the employees’ attitudes to see 
if there is such a conflict of interests 
Small of 
fices don’t have this problem in the 
same way that large offices do. In 
small offices, the close proximity of 
the office personnel and management 
makes it possible for an alert man 


within the organization. 


agement to know what is going on 


Must be Awcre of Needs 


In the large office, management is 
removed from the daily contact with 
the employees. Top-management 
must rely on subordinate manage 
men to personalize, interpret, acti 
vate and carry-out the company's 
policies—-yet top-management must 
always be aware of the needs of all 
its subordinates, What are these 
needs? It has been fairly well estab 
lished that the employees’ (line, op 
erating and executive) needs are in 
the following areas: 


1. Sense of being a “member of the 
team” rather than an individual do 
T his deal 
with the sense of belonging and con 
tributing to a continuing project 


ing a task assignment. 


(Continued on the next page) 
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2. Necessity for recognition for a 
job well done. This deals with giv- 
ing credit for a high level of per- 
formance. 
3. Need for job security as it per- 
tains to earnings, continued employ- 
ment and treatment in respect to 
rank and grade. This deals with the 
_ feeling that the company can be de- 
| pended upon. 
| 4. Feeling of friendliness and re- 
| spect toward supervision ; confidence 
that the supervisor will fairly and 
| courageously represent the employ- 
| ees’ interests as far as it is possible, 
in contacts with management. 
| The total attitude of the employee 
is the accumulated attitudes toward 
many smaller factors. No one thing 
alone makes an attitude—the attitude 
may be influenced by the favorable 
or unfavorable effect of any one fac- 
tor, but ordinarily one unfavorable 
factor will not destroy morale in the 
face of many favorable conditions 
any more than will one good factor 
| compete successfully with many bad 
| factors in raising morale and _ atti- 
tudes. 

Because attitudes deal with the 
nebulous subject of mental reactions 
and because most persons have not 
studied the mind at work in a collec- 
tive enterprise, they are prone to 
| “bah” and “humbug” any approach 

which recognizes the possibility that 
| “attitude” may be the answer to in- 
creased production, lowered turn- 
over and increased job satisfaction. 

My good friend, Harry L. Wylie, 
brought out a revised edition to his 
popular book, “Office Organization 
and Management” (3rd _ Revised 
Edition, 1953, Prentice-Hall, Inc.) 
—in his book he has a chapter on ap- 
titude testing and attitude surveys. 
In his text he points out the four 
factors which influence the employ- 
ee’s attitude: 





1. The temperament of the em- 
ployee. 

2. The type of work being done in 
relation to the occupational interests 
of the employee. 

3. The working atmosphere of the 
company. 

4. External influences such as taxes, 
etc. 

He includes “supervision” under 
his number 3 factor—we would have 
given the supervisory factor a more 
prominent place and would have 
listed it as a fifth factor. 





We would also hav@& included a 
sixth factor which we call “unequal 
work distribution.” We see “atti- 
tude” and “job satisfaction” as be- 
ing closely related. What affects one 
will affect the other. Mr. Wylie 
treats each subject separately in his 
book. We highly recommend his 
book as a sound “know-how” manual 
in the field of office work and em- 
ployee management. 


An Attitude Survey 

There are several suggestions 
which if followed will greatly im- 
prove the effectiveness of an atti- 
tude study. First of all, we would 
recommend, if at all possible, that 
the study of attitudes of the em- 
ployees be undertaken by outside 
experts in the field. It is not essen- 
tial, but it is helpful. Employees are 
usually skeptical of attitude studies, 
always fearful that if their comments 
are critical of conditions there will 
be a retaliative reaction (against 
them). When persons outside the 
company make the study, this fear is 
somewhat reduced. 

Secondly, we recommend that the 
employee’s identity be kept a secret. 
In other words, all questionnaires 
(and we recommend the question- 
naire type) should be answered 
anonymously. The only divulgence 
is in respect to sex (male or female), 
period of service (years with the 
company) and department. Even 
this type of information is submerged 
if there are less than ten employees 
involved (or if the divulgence would 
identify the employee such as one 
woman working in a department 
staffed with men), 


Keep Employees Informed 

Thirdly, we are an enthusiastic 
exponent of “keeping the employee 
informed” as to what is going on 
(what studies are being made) in 
the company and why it is going on. 
Attitude surveys are no exception 
to the principle of two-way com- 
munications, We are sure that the 
average executive, being removed 
in point of vears, as well as point of 
contact from the clerical employee, 
underestimates the degree of curi- 
osity possessed by employees and he 
also minimizes the power of “gossip” 
which flourishes in a paucity of ac- 
curate data. Every office has a 
“know-it-all” who furnishes the an- 
swers to all imponderable queries. 
This leads us up to our suggestion 





of telling the employees why the 
study is being made and of telling 
them the results of the study. The 
last part is highly controversial. 
There are many who believe that 
only management should see the re- 
sults of the survey. Unless there is 
something which is very unusual in 
the study, the results should be made 
known in summary form (even if we 
don’t go so far in our effort to keep 
employees informed that we recom- 
mend the exposure of individual at- 
titude questionnaires—the summary 
will tell enough of the story to sat- 
isfy employee curiosity. ) 

The next suggestion deals with 
the willingness to make such correc- 
tions and changes as seem indicated 
by the survey. If management is 
looking for a “white-wash” of its 
policies, an attitude survey may be 
a shock, as well as a revelation. 
Usually the type of management 
that seeks confirmation by whatever 
means that appear to give successful 
results will expose its ineptness in 
other areas so that “attitude,” when 
sought, will reflect an unfavorable 
situation. 

Survey results should not be per- 
sonalized, but should be analyzed 
and then acted upon in a vigorous 
and forthright manner. To seek the 
truth is a noble pursuit. But truth 
like intention must be acted upon be- 
fore its significance is fully realized. 

The last suggestion deals with de- 
veloping the attitude survey ques- 
tionnaire. It is suggested that the 
questionnaire type be used. Profes- 
sional assistance is helpful in pre- 
paring a survey form because it helps 
avoid slanting a question so as to 
influence the answer. Most success- 
ful survey forms have an aspect 
which is common—that they contain 
in addition to the check-list or mul- 
tiple choice statements, a “blow-off” 
section. 


“Blow-off" Section 


A “blow-off” section is that part 
of a questionnaire which calls for 
general comments, statements, criti- 
cisms, suggestions or whatever may 
be on the employee’s mind. It fol- 
lows the check-list section in which 
specific areas are explored. Then, 
without aid of questions or multiple 
choice answers, the employee is in- 
vited to “get it off his chest.” In 
our observation about ten to fifteen 
percent of those responding to the 

(Continued on the next page) 
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questionnaire will answer the blow- 
off section, Management must be 
prepared for the facetious comments 
that invariably accompany any situ- 
ation in which the writer makes his 
wisecracks in complete anonymity 

the same persons who write and 
draw on the walls of public “‘rest- 
rooms” also carry their moronic 
tendencies into the attitude survey 
responses. 

Fortunately “they” always go so 
far in their caustic or humorous (?) 
comments that it is not difficult to 
segregate their replies from those 
which come from a sincere criticism 
or comment. “Drop dead,” is not a 
particularly amusing or original 
comment and obviously it adds noth- 
ing to the worthwhileness of an atti- 
tude survey except to extol the vir- 
tues of a mild type of mayhem, 
viewed from the reader’s standpoint 

the writer has already demon- 
strated his interest in temporal in- 
security. 

The survey of attitudes does help 
management in directing its atten- 
tion to those policies which may re- 
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quire further study and explanation. 
It brings into bolder relief those con- 
ditions of work which may be caus- 
ing trouble. Employees tend to be- 
come proprietary after years of serv- 
ice. In our opinion, that is not an 
unsatisfactory condition because all 
our personnel policies are directed 
toward continued service and con- 
trolled labor turnover. The obvious 
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tendency, therefore, is for the em- 
ployee to feel that he has more than 
a passing interest in the thirty to 
sixty square feet which becomes his 
business home. When “things” in- 
terfere with the satisfactory tenancy 
of the employee’s business home, he 
becomes dissatisfied. Carefully han- 
dled, the attitude survey will disclose 
the “friction points.” Some must be 
corrected by change; some are cor- 
rected by explanation. None should 
be ignored, 

The last point of our presentation 
deals with the criticism that may be 
directed toward the supervisors. We 
have never supported the theory that 
attitude surveys should be used to 
rate supervisors. If this is done, the 
supervisor becomes defensive and 
too careful, The turtle cannot move 
without sticking out its neck. The 
supervisor constantly sticks out his 
neck when he acts within the areas 
of his authority, particularly if he 
attempts to please management in 
producing an above average level of 
production, 

Yet, the grievances which arise 
from a too aggressive type of super- 
vision cannot be ignored. Employ- 
ees must be lead—they can’t be 
driven. Attitudes which reflect a 
dissatisfaction with supervisors must 
be carefully explored and more care- 
fully acted upon lest an injustice be 
done. Here again, the occasional 
criticism is of little importance—the 
concentration of criticisms against a 
specific supervisor must bear consid- 
erable weight. 


We Extend Our Best Wishes 


Thus ends another year and an- 
other article—the sixty-sixth con- 
secutive one. We express our sin- 
cere appreciation to those who have 
written to us about our articles. We 
have enjoyed writing them and more 
so, our correspondence with some of 
our readers. To all, we extend our 
very best wishes for the coming year. 
We prepare our articles several 
months in advance of publication 
date—this being so, it is our hope 
that we will not be required to re- 
write this closing in order to recog- 
nize some major change in our Coun- 
try’s economic condition. We hope 
for many years of peace in which 
business can develop in an atmos- 
phere more conducive for the work- 
ings of our free enterprise system. 


Best’s Fire and Casualty News 





LL of my previous articles 
have dealt with the benefits 
you can derive from a corre- 
spondence improvement program, 
and how it should be conducted 
properly. But now after eleven years 
of association with one of the larg- 
est insurance companies .. . and 


having been retained by other well- 
known ones during that span. . . I 
often feel the indirect results ob- 
tained from such a program at least 
equal the direct ones. What do I 
mean ? 


Plain Common Sense 


There is perhaps no other busi- 
ness in America that has been more 
hidebound by tradition, laws, and 
complicated terminology than insur- 
ance. True, many firms are making 
a sincere attempt to streamline their 
operations and humanize their rela- 
tions with the public. Their beauti- 
ful new buildings and modern equip- 
ment are symbols of the trend away 
from outworn conventions. And 
there has been a notable advance- 
ment in office procedure. For in- 
stance, you don’t hear so often such 
threadbare excuses as, ‘““We’ve been 
doing it that way for years. Why 
should we change?” Or, “Our legal 
or actuarial department insists we 
phrase it that way, so that’s the 
way it’s got to be.” But there are 
still too many cases where old, in- 
grained habits prevent the use of 
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plain common sense in interpreting 
company policies. Here is a classic 
example: 

As you will of course recall, the 
day our late President Franklin 
Roosevelt passed away, all commer- 
ctal radio programs were promptly 
stopped and their time was devoted 
to broadcasting this news. Every 
newspaper announced his death in 
giant headlines, and all flags were 
immediately put at half mast. There 
wasn’t the remotest corner of the 
nation which was not aware of the 
event. 

That afternoon the public relations 
officer of an insurance company that 
held a policy on Mr. Roosevelt, tele- 
phoned the policy payment depart- 
ment to learn if a check had been 
sent to the beneficiary. This is the 
astounding reply he received. “Why, 
no, not yet, we’re waiting for the 
death certificate.” In fairness to the 
company it should be stated that the 
payment was mailed out that night. 
It was only done, however, because 
that public relations minded officer 
was able to override all rules and red 
tape. “But what has this to do with 
letter writing?” you ask. Simply 
this. If you have a properly con- 
ducted correspondence program, it 
will first of all make your people 
public relations conscious. 

The majority of insurance letters 
today are written strictly from the 
company’s point of view. The words 
“we” and “the company” appear 


many times more often than the word 
“vou,” and a policyholder is all too 
often made to feel he is a moron or 
a deadbeat when he makes a simple 
request. Of course, this is seldom 
done intentionally. It is usually due 
to the fact that many firms have built 
up in the public mind a feeling of 
aloofness and secretiveness. It is 
almost a “papa knows best”’ attitude, 
and besides “it is all too complicated 
for you to understand.” 
you may remember the 
Printers’ Ink some years ago. It 
kidded two insurance companies 
about using the plhirase, ‘Admitted 
assets,” in their financial statements ; 
and went on to make the obvious 
comment, “What aren’t they admit 
ting,” which naturally 
storm of controversy. 


Many of 
article in 


started a 


The Proper Attitude 


Good public relations must start 
with the proper attitude upon the 
part of both management and per- 
sonnel. If they live in an “ivory 
tower,” and become addicted to the 
idea that their chief purpose is to 
protect the company and its funds 

. rather than to be of service to 
their policyholders . . . you can be 
sure their relations with the public 
are cold, distant .. . and confused. 
A properly conducted letter writing 
program can correct this faulty atti- 
tude. How? Because it will tend to 

(Continued on the next page) 
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P147—Tools of Business 


With business now functioning in an 
elaborate, intricate economic and political 
environment, its problems have become more 
and more involved and diverse. The in- 
creased tempo of competition has compelled 
a careful study of costs by management. 
Also the growth of governmental supervision 
and regulation has necessitated more fre- 
quent, more detailed and more voluminous 
reports. This booklet describes one system 
of preparing the distributional and statistical 
data necessary for such reports. 


P148—A Guide to Postmark 
Advertising 


Today postmark advertising is an eccepted 
supporting advertising medium, used ex- 
tensively and with great imaginetion by 
large national advertisers and small local 
enterprises alike. It enjoys the advantages 
of low cost and flexibility as the only cost 
is for the easily interchangeable printing 
plates and the copy can be omitted from 
any piece or run of mail sent out. This 
brochure furnishes present and prospective 
users of this type of advertising with a use- 
ful, interesting and complete guidebook. 


P149—Manual of Offset Duplication 


With its own printing plant a company 
can save a considerable amount of money 
by printing such things as envelopes, letter- 
heads, advertising literature, forms and pub- 
licity releases among other matter. This 
booklet is designed to show those firms which 
have an internal offset duplicating depart- 
ment how to do top quality photo-offset 
printing at minimum cost. Included is a rec- 
ommended shop layout for maximum effi- 
ciency in the flow of work. 
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humanize the staff by making them 
sweat to express themselves clearly 
and simply. It will also give them 
a new perspective on their relation- 
ship with policyholders and the men 
in the field. This, in itself, will be 
well worth whatever the program 
may cost in time and money. An- 
other benefit to be gained is that it 
will broaden their thinking. 


What Effect It May Have 


In a business as highly technical 
as yours, and where many of your 
employees have been with you many 
years, it is natural that their think- 
ing and viewpoints should get into 
a rut. They become more interested 
in the exact wording of a contract 

. rather than what effect it may 
have on your policyholders. If you 
doubt this, see what a spirited argu- 
ment you can start by asking three 
or four members of your staff to 
give their interpretation of some dif- 
ficult legal provision in your con- 
tract. You'll be surprised at how 
many different answers you'll re- 
ceive. But once they, become truly 
policyholder conscious, they will stop 
worrying about the technicalities and 
begin to think whether it is clear to 
the layman. Let me give you a good 
example of how this can work. 

Recently we were asked to prepare 
ten letters announcing a change in 
policy on automatic premium loans. 
Representatives from the six depart- 
ments involved were asked to meet 
and go over our first draft. When 
we were finished, I turned to the 
group and asked, “Do you fellows 
realize what has happened here to- 
day? In exactly one hour and a 
half you have okayed ten highly 
complicated letters with only a few 
minor corrections. If we had done 
this two or three years ago, you 
would all have wanted copies of our 
letters to take back to your various 
departments to study. When we got 
together again later on, you would 
have wanted at least a dozen changes 
made, and we could have spent hours 
thrashing them out to suit everyone.” 
They all looked rather sheepish and 
conceded that is exactly what would 
have happened. They also frankly 
admitted that their correspondence 
program was largely responsible for 


changing and broadening their think- 
ing. 


The moment you broaden peo- 
ples’ horizons . . . and put them on 
their own in making decisions . . . 
you develop their judgment. And 
lack of good judgment and reason- 
ing is one of the chief causes of so 
many poor letters getting into the 
mails. For example: Your policy- 
holders come from every walk of 
life. Their educational, economic 
and social backgrounds vary all the 
way up and down the scale. Ob- 
viously, this means that your staff 
cannot always write the same type 
of letters to everyone and expect 
them to be effective. Knowing how 
much you should go into detail and 
the language to use calls for good 
judgment. It is therefore neces- 
sary that they learn to visualize 
each reader . . . their mentality and 
status .. . then write on their level 
of thinking. Otherwise, the letter 
will either be over their heads or in- 
sult their intelligence. In either case, 
your letters are not apt to be read 
and acted upon. 


Proven Again and Again 


A properly conducted correspond- 
ence program will help develop this 
quality in your staff, and make them 
more valuable in their general work. 
This has been proven over and over 
again . and has often been grate- 
fully acknowledged by management. 
For instance, Mr. Clifford Reeves, 
vice president of Mutual of New 
York recently made this comment to 
me about the letter writing program 
we have been conducting for them 
over the past eleven years. 


“You have saved us thousands of 
dollars each year through teaching 
our people to write shorter letters, 
thus reducing time consumed in dic- 
tation and typing. You have also 
taught our people how to plan and 
organize our letters . . . to analyze 
situations, rather than to jump at 
conclusions. This has undoubtedly 
prevented us from making many 
costly errors. All in all, we have de- 
rived many extra benefits we never 
expected to receive.” 


Surely this is convincing proof 


that a-correspondence program is a 
sound investment. 


Best's Fire and Casualty News 
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Reading Policy Numbers “‘Backwards”’ Saves Filing Time 
And Money For Two Leading Los Angeles Insurance Firms 


Terminal Digit filing, a numeric 
system based on reading policy num- 
bers “backwards”, has reduced fil- 
ing problems to the vanishing point 
for Swett & Crawford and the Pa- 
cific Employers Insurance Company. 

Assume that they want to pull 
policy KZ-843729 from the file. 
Under the Terminal Digit Sys- 
tem, the number breaks down to 
KZ/84/37/29. They open drawer 
#29, run down the tabs to folder 
37-29, and riff through it, inspect- 
ing the third pair of digits from the 
right until they find “84”. If 843729 
occurs more than once with various 
letter prefixes, these last would be 


in alphabetical order. As Swett & 
Crawford’s Mr. Martin puts it, “‘fol- 
lowing this pattern, we can pull any 
desired policy from our 250,000 in 
the files in a matter of seconds.” In 
addition, Swett & Crawford finds 
that Terminal Digit filing gives 
them even work load, less drawer 
re-arrangement, much less misfiling 
error (even in the face of high cler- 
ical turnover) and rapid operator 
training. 

Pacific Employers Insurance Com- 
pany reports similar results, includ- 
ing a labor saving of 35% over their 
old method. Get all the facts from 
foldet CR-844. 


Now You Can Afford 
Mechanized Bookkeeping 


Perhaps you’ve dreamed of, and 
needed, mechanized bookkeeping, 
but have been stumped by the price 
of “big machines.” If so, both your 
dream and your problem have a 
happy ending—the new, Low-Cost 
Bookkeeping Machine just an- 
nounced by Remington Rand. Here’s 
a machine that gives you full alpha- 
betic description of entries, com- 
plete daily proof and many other 
“big machine” benefits, without the 
serious limitations low-priced ma- 
chines have had up to now. And 
your investment in this machine, 
over ten years, amortizes at about 
40¢ per working day — negligible 
compared to daily clerical savings! 
Get the complete picture of mechan- 
ized bookkeeping at lowest possible 
cost from folder AB-664. 





Are Your Policy Records 
Safe Both Night And Day? 


Since almost half of all office 
fires occur during business hours, 
ask yourself these questions: 1. 
With policy records destroyed by 
fire, could I serve my clients 
properly? 2. As an insurance 
agent, could I avoid poor pub- 
licity resulting from a record- 
eating fire? If your answer is 
“no” to either or both questions, 
investigate the many different 
types of Point-of-Use Record 
Protection Equipment now -— 
equipment that pays its own way 
through important functional 
advantages. Folder SC-698 car- 
ries further details. 








Large Chicago Firm 
Endorses Electric 


Typing Benefits 100% 


Marsh & McLennan is meeting to- 
day’s greater demand for individual 
productivity and office economies 
with Remington Electric Typewrit- 
ers, installed in their policy writing, 
billing and transcribing depart- 
ments. This firm’s Personnel Di- 
rector of Women writes: “The 
supervisors of these departments 
are all most enthusiastic about our 
change to Remington Electric Type- 
writers. The advantages are many 
... less fatigue, better quality of 
work, more and better carbon cop- 
ies, increased production. Person- 
ally, I see the pride the typists take 


in their machines and higher morale.’ 


These dividends can easily accrue to 
your company. For the full story, 
see folder RE-8499 and RE-8519. 





Rlemington. Fland. 
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WORK SIMPLIFICATION 


RST AND FOKEMOS?T to have in 
mind for work simplification 

of a statistical department, and 
the speeding up of operations, is a 
full and complete knowledge of the 
work being done. This knowledge 
can be made to work well to your 
advantage, only if you can readily 
pass it on to those with whom you 
work, 

The longer it takes a person to 
learn a job, the longer it takes that 
person to reach a peak of production. 
Also you spend a lot of time teach- 
ing that could be devoted to a more 
productive end. 


No Loss of Time 


You can readily see how it be- 
comes necessary to be able to have 
what vou know at your finger tips, 
at all times. You must have it so 
that you will be able to pass it on 
to someone else with accuracy, and 
time. Time is of 
great importance in this world of 
meeting deadlines, 


with no loss of 


One of the best ways to have this 
information where it is always avail- 
able, where it can be quickly di 
gested by the mind, and leave less 
chance for error in the understand 
ing, or interpretation of the procea 
ure, is to have all the information 
note book, or 


down on paper, in 


looseleaf form 

The information needed to define 
an operation should be explained 
with enough detail to make the job 
understandable, yet without so much 
detail as to confuse a person reading 
the information for the first time. If 
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an untrained person can not under- 
stand an explanation it should be re- 
written so that he can. 


The information has to be com- 
piled as it applies to each individual 
operation, condensing it to what is 
most essential to a complete under- 
standing of the job to be undertaken. 

To develop the greatest efficiency 
from machines and personnel, a pro- 
gram of work-flow and procedure 
should be drawn up and put into 
efiect. This cannot be done without 
some modification as you try out 
your program. Changes needed to 
develop maximum efficiency will pre- 
sent themselves and will be taken 
care of through adjustment of any 
stage of the procedure as needed. 


Through observation on this phase 
of the schedule, revision can be 
continuous until the best possible 
method of operation is achieved. 
Even this, however, will be subject 
to change with improvements and 
additional work load. 


Any schedule of operations should 
be flexible enough to permit change 
but should be basic enough so that 
any adjustment will not disarrange 
the general plan of getting work 
done in the quickest and best way. 

To develop a program that will 
fill all the requirements of our busi- 
ness, we first made a list of all the 
reports required to give us the in- 
formation needed for the compiling 
of the statements for one year’s busi- 


ness, 


ach individual report was then 
broken down, This shows exactly 
what was needed for that particular 
list or tabulation. The break-down 
should be in complete detail. It 
should show: 


1. The title of the report. 
2. What is required of the report. 
3. When the report is due. 

4. Where the cards are that 
needed to compile the report. 


are 


5. Columns to be sorted and order 
of sorts. 

6. Tabulating machine board used 
and switches or wiring changes re- 
quired, 

7. How many copies of the request 
are required and if summary cards 
are to be cut. 

8. Basic procedure to make the re- 
port. 

9. Where the report goes when com- 
pleted and what is done with the 
summary cards, 


With a detailed description of 
each of these points, we have a re- 
port that can be clearly understood 
by anyone reading it. 


Full Utilization 


This gives us the basis on which 
to obtain full utilization of the ma- 
chines and time at our disposal, It 
also cuts out many of the reasons 
for loss of time, and makes the com- 
plete program a great deal easier to 
understand ; thus we can safely say 
that the unnecessary work can be 
eliminated by this procedure, sim- 
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Work Simplification—Continued 


plifying the complete program and 
making it very practical to adopt. 

Here is a project that has greatly 
simplified the tabulating of our va- 
rious reports, and it has saved us 
many hours each month. This is in 
the wiring of our boards so that 
they are controlled for the different 
reports by set-up change switches. 
This eliminates rewiring for each 
report. 

With the exception of our per- 
manent boards, each containing only 
one or two reports, all other boards 
had to be completely rewired for 
each different tabulation; this could 
be avoided only by putting each re 
port on a permanent board, but this 
would require at least forty different 
boards for all to have permanent wir 
ing. By taking full advantage of the 
three switches already on our ma 
chine, and with the addition of two 
new ones we were able to eliminate 
the need for the extra boards. 

This gave us much greater flexi 
bility and enabled us to wire perma 
nent boards that really did the job. 
\n example of the flexibility of our 
shown in No. 2, 


boards is board 


which is a good example of what is 
accomplished by all of our perma- 
nent boards. This board is capable 
of tabulating ten different reports 
without changing a single wire; the 
only changes required are that one 
or two of the switches are turned on 
or off. This has the same effect. as 
completely rewiring the board. 


Only Periodic Checks 


Each of the reports on this board 
was at one time wired individually 
once each month on a temporary 
board, Each board took from forty- 
five minutes to an hour, or longer, 
to wire and check, For some of the 
reports it used to take longer to wire 
the board than it took to tabulate the 
report. Temporary boards have to 
be checked each time they are wired. 
ne misplaced wire can go undis- 
covered until a tabulation is com- 
pleted, then it has to be completely 
re-run. Even checking the tempo- 
rary boards closely each time they 
are wired doesnt catch all the 
trouble. Permanent boards are 
given a complete and thorough test 
ing and need nothing more than a 
periodical check to keep them in good 
order. 


You can readily see how much 
time is saved each month, on this 
board alone, With the majority of 
the reports on permanent boards, 
there is very little wiring fequired. 
The only operations not on perma- 
nent boards are new reports and the 
year-end reports. 

To be sure that our permanent 
boards are always in working or- 
der we keep in a special tile a folder 
for each board; each folder 1s num 
bered by board number. It contains 
a complete wiring diagram, a chart 
showing the switches required for 
each report and a sample copy of 
each report for checking purposes. 
A special group of cards or test deck 
is kept for each board, These are 
to be checked against the sample re- 
ports to see if the board and ma 
chine are working properly. This 
is a quick and sure way of proving 
that everything is in order. Here 
again our work has been simplified 
and unnecessary labor eliminated, 

By being aware of changes as 
needed, those in the statistical de 
partment can see that improvements 
are made and the operation of the 
installation is always at a maximum 
of efficiency. 
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a confidential report 


each Monday morning 


NOW in one compact unit! 


id 


copies anything in seconds! 


SIMPLE—This newest development in photocopy ma- 
chines, now available in one compact unit, 1642” x 2344” 
overall, with only one knob to turn, can be operated 
easily by any girl in your office. 


HANDSOME—Glossy black with white trim 
anywhere. 


ACCURATE—No matter how fine the detail, or what the 
colors, if you can see it in the original you will see it in 
the photocopy. 


VERSATILE—Produces exact, letter-perfect copies up to 
14” wide—whether the original is single or double sided, 
opaque or translucent, white or colored. Photorapid’s 
legally accepted copies are ready for instant use, elimi- 
nating costly typing, hand copying and checking — or 
costly outside copying. With Photorapid you can make 
single side copies, double side (to reduce filing space), 
transparent copies for use as masters with diazo or biue- 
prints, tissue copies for air mail — all at an unbelievably 
low cost. Also two-part models for copying from books 
without removing or injuring pages. 


All significant news 


° ° looks weil 
items covered in a few 


wordo~S to 10 min- 


ee ee ee ee ee ee ee ee 


utes reading time. Saves tedious searching 
through your daily papers . . . sifts al/ the news 
. . « assigns each item its proper relative 


importance. 


FAST— In seconds your finished, perfect copy is ready. 


Y, ft UNIQUE ADVANTAGES 


Closed tight when not in use 

o metallic construction prevents 
fof ra corrosion. 

Dept. R, 105 Chambers St., New York 7, N.Y. 


Fire & Casualty edition 
Write for 
$15.00 per year details 


"ANY, INE, 


- solution keeps longer. Non- 
73 FiMTOM STREET, MEW VORR JON 
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NEW Instant-Set Margins 


automatic, accurate, fast! 


NEW “Write” 

clean, clear, uniform! 

NEW Touch 

responsive, balanced, feather-light! 


NEW Keylever Action 


speed where it counts! 


NEW Colorspeed Keyboard 
44 keys now standard, with 4 
added characters! 
AMAZING Page Gage 
takes the guesswork out 

of page-end typing! 

NEW Touch Selector 


range increased by 50%, 


in office typewriters? 


Smith-Corona, long a favorite with secre- 
taries and their employers, now offers the 
all-new “Eighty-Eight’” SECRETARIAL. It is the 
finest in al! our fifty-year history of making 
fine typewriters. 


There are two added keys, four extra char- 
acters — making 88 characters in all. There 
are many other new features, many exclusive 
features — tireless touch, effortless action — 
all invaluable for increased speed, greater 
office efficiency and perfect writing results. 

You should see it and try it — in your own 
office. 


Call any Smith-Corona Dealer 
or Branch Office (See your 
Classified Telephone Directory) 
orwriteto us atSyracusel,N.Y. 


/, 


The ALL-NEW 


Smith-Corona 


‘Gighty - Cight-secretaniat 


Smith-( \orona Ine SYRACUSE 1.N Y, Canadian factory & offices, Toronto, Ontario. Makers also of 
famous Smith-Corona Portable Typewriters, Adding Machines, Cash Registers, Vivid Duplicators, Carbons & Ribbons. 





A WOMAN'S TOUCH 


MRS. L. A. LUNDY, JR. 
Lundy's Insurance Agency 
Houston, Texas 


Fo YEARS AGO I decided to be- 
come an insurance woman in 
order to live with the man I married. 
Upon entering Mr. Lundy’s office, 
i found that the typewriters were of 
ancient origin, the finger counting 
system was in force and there was 
a complete absence of mechanical 
equipment, which resulted in multi- 
plicity of errors. There was also an 
overabundance of clerical employees 
who were stymied in their produc- 
tion efficiency. So, as usual, I had 
the last word with my husband, and 
cleaned house. 

Two 10-column electric calculators 
were brought in, one 10-column 
adding machine and three new type- 
writers. The efficiency of our agency 
was increased two hundred per cent. 
This equipment is used by only three 
employees. No one has to leave his 
chair for equipment, and there is no 
lost motion. Although the equipment 
is costly, man-hours saved paid for 
it in just a few months. 

Most agencies are being sold on 
the idea of a mechanical posting 
system. But, hand posting to the 
accounts receivable can be done just 
as quickly by a bookkeeper, and if 
he is a beokkeeper, his handwriting 
should be as neat as a_ posting 
machine. 

:n our office a policy is completed 
at the same desk as where it started 

calculating it, writing it and billing 
it is done by the same person. The 
daily is passed on to the bookkeeper 
and then to the file. The one em- 
ployee does the complete job—hence, 
there is no opportunity for one to 
get in a rut of just copying. The 
policy is handled intelligently and 
mistakes are rare. One can always 
read his own handwriting better 
than someone else. 


The Last Word published by Lumbermens 
Mutual Casualty Company. 


FIRST UNIVAC PURCHASED 


jee FIRST UNIVAC sold to pri- 


vate industry has been pur- 
chased by The Franklin Life Insur- 
ance Company, Springfield, Illinois. 
The Univac is the million dollar 
electronic calculator manufactured 
by Remington Rand Inc. 





CIGARAMIC 


HE OUTSTANDING FEATURE of 
gE ys ash tray is that a cigarette 
placed in one of its grooves will no 
longer smoulder but will go out 
without stomping. The explanation 
is simple—the walls of glass sur- 
rounding the discarded cigarette 
steal the heat needed for continued 
burning and the fire goes out auto- 
matically. On the other hand, a 
lighted cigarette placed directly 
across the groves will stay lit for 
awhile. 

In addition the tray is of smart 
modern design, easy to clean and 
has an above average ash capacity. 
Made by Ekstrand and Company of 
quality clear glass, it is suitable for 
any office desk or table. 


COMMUNICATION 


AINTENANCE OF COMMUNICA- 
Mi. lines within company or- 
ganizations is an important manage- 
ment problem today and calls for 
attention to get personnel 
working as a team, Philip K. Robin- 
son, vice-president of Northwestern 
Mutual Life Insurance Company, 
told the annual meeting of the Life 
Office Management Association. 

“Together with vast technologi- 
cal changes, we have had profound 
sociological changes affecting busi- 
Mr. Robinson said. “Busi- 
ness executives have discovered that 
silence was not always golden and 
that employees wanted to know 
much more about the companies for 
which they worked than was for- 
merly the case. If workers are fully 
informed and are stimulated by high 
morale to do good work, the lines of 
communication are effective.” 

Citing a number of the means used 
in his company for developing good 
communications, Mr. Robinson said 


close 


ness,” 


For December, 1953 


that one important activity was com- 
mittee work, with a rotation bring- 
ing many into close personal contact. 
Also, the company has put great re- 
liance on supervisors for good com- 
munications, creating somewhat of 
a “Supervisors’ Self-Improvement 
Society.” Effective cooperation with 
the home office union is another aid 
in this direction. The union contract 
provides that every employee shall 
have an annual interview with his 
supervisor and this is a valuable op- 
portunity for everyone to be heard, 
according to Mr. Allen. Group 
meetings are held, with eJective use 
of both visual and oral communica- 
tion. 

Mr. Robinson emphasized that 
communications must be horizontal, 
as well as vertical, with inter-depart- 
mental activities closely watched. 
“The life insurance business has rec- 
ognized communication for what it 
is,” he concluded. “It's an important 
part of our business and to be effec- 
tive it must be a part of every job 
and not a gadget to be used for 
propaganda purposes.” 


POSTAL RATE CHART 


NEW CHART giving the increased 
A parcel post rates, effec- 
tive October 1, 1953, and including 
air parcel post rates inaugurated No- 
vember 1, 1950, has been prepared 
by Commercial Controls Corpora- 
tion. It gives not only the tables of 
rates for 1 pound to 70 for the 8 
postal zones but also includes the 
regulations covering air parcel post 
and the limitations on weight and 
size for surface parcel post. In ad- 
dition a table for the calculation of 
4th Class rates on matter weighing 
from 1 to 10 pounds for the 8 zones 
is included. 


The new 15” & 17” chart makes 
it possible to see the rates at a glance. 
The figures are large and clear, and 
the text easily legible. The chart 
is on stiff paper suitable for posting 
on the wall. 


Charts are obtainable from Com- 
mercial Controls Corporation, One 
Leighton Avenue, Rochester 2, New 
York, at a cost of 25¢ per chart. 
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Write us on your company letterhead 
or use the coupon for sample book 


of Ezerase Bond 
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BOND - ONION SKIN 
EZERASE - OPAQUE 


M 
Mi 


PROFITABLE REVIEW 
of an 
UNPUBLISHED BOOK! 


She's a good girl . . . but she knows scme- 
thing you may not! 

She knov:s how many times mis-typed let- 
ters go into the waste basket along with 
carbons because correcting slight errors 
means untidy erasure smudges which 
she hates, bless her! 

You know, or can estimate the waste in 
time and paper A study made by one 
large firm indicated 48¢ lost every time a 
partly typed letter hit the waste basket 
up to $1000 yearly in some othces! What's 
the answer ? 

EZERASE fine Bond and Onion Skin - 
papers with a plus! The plus feature ts 
absolutely clean erasures made at once 
with an ordinary lead pencil eraser. Every- 
thing that’s typed can be completed the 
first time! 
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ILLERS FALLS PAPER CO. 


Fal Massachusetts Dept 12 
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Please send me sample book of EZERASE 
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OFFICE EQUIPMENT DIRECTORY 


* 


FILING CABINETS 


133. 
7, 
10 


. Card File 
2. Fibre Board 
3. Insulated 
4. Metal 

5. 
6 
7 


Micro 


. Portable 
; Rotary 
8. 


Stencil 
Tabulating Card 
Visible 


Wooden 


FILING SUPPLIES 


129. 


12. 
13. 
14, 


MACHINES, ACCOUNTING 


15. 
16. 
17, 
18. 
109. 
19. 


Cards 
Fasteners 
Folders 
Index Tabs 
Supports 


Adding 
Billing 
Bookkeeping 
Calculating 
Payroll 
Tabulating 


MACHINES, MAILING 


20. 


tt, 
22 


ea 


24. 


118. 
106. 


Dating Stamps 
Envelope Sealers 
Mail Openers 
Postal Meter: 
Postal Scales 
Sorters 

Time Stamp 





City 





Position 


Firm Address 
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75 Fulton St., New York 38, N. Y. 


Firm Name 


Attention of 








MACHINES, REPRODUCING 


o3. 
26. 
27. 
28. 
29. 
136. 
30. 


31 


Composing 

Direct Copying 
Duplicating 
Micro-filming 
Mimeograph Slip Sheet 
Typewriter, Automatic 
Typewriter, Electric 

. Typewriter, Manual 


MACHINES, MISCELLANEOUS 


32. 
Sa: 
34. 
35. 
139. 
36. 


Addressing 
Checkwriting 

Dictating 
Intercommunication 
Paper Folding 
Stapling and Fastening 


OFFICE ACCESSORIES 


38 
105 


39, 
40. 
4l. 


. Ash Trays & Stands 
. Bulletin Boards 
Cash Boxes 
Chair Cushions 
Currency Trays 
. Desk Lamps 

. Desk Pads 

. Desk Trays 

. Drawer Trays 

. Moisteners 

. Name Plates 

. Pen & Ink Sets 

. Waste Baskets 


OFFICE FURNITURE 


50. 
5. 
52. 
53. 
134, 
54. 
55, 
108. 
56. 
a7 
89. 
58. 
59. 
60. 


PAPE 


119. 
120. 

70. 
135. 
121. 
122. 
123. 
137. 
124. 
102. 


Air Conditioners 
Bookcases 

Cabinets 

Chairs 

Costumers 

Desks 

Fluorescent Lighting 
Incandescent Lighting 
Matched Suites 
Sales 

Stands, Typewriter 
Stools 

Tables 

Wardrobes 


R 

Card Index 
Duplicator 
Envelopes 
Labels 
Letterhead 
Policy 
Ledger 
Photocopying 
Thin (Copy) 
Visual Policy Jackets 


Current literature and prices on any of the following products and services may be had without os 
obligation, from selected manufacturers. We will also obtain any available information on items not listed. 


SUPPLIES, GENERAL 


68. 
69. 


Business Forms 
Duplicating Supplies 


. Erasers (Specialized) 
. Loose Leaf Systems 
. Marking Devices 

. Paper Perforators 

. Pens 

. Pencils 

. Staple Removers 


SUPPLIES, TYPEWRITER 


83. 
85. 
86. 
87. 
88. 


Copyholders 
Justifier 

Line Indicator 
Pads 

Ribbons & Carbons 


TELEPHONE ACCESSORIES 


90. 
91. 
92. 
94, 
95. 


LOSS 
140. 
97. 
63. 
98. 
112. 
107. 
138. 
128. 
125. 
141. 


Cord Cover 
Holder 
Index 
Silencer 


Stands 


PREVENTION 
Burglary Alarms 

Fire Extinguishers 

Fire Protection Service 
First Aid Kits 

Floor Polish (Non-Slip) 
Recording Door Lock 
Safety Equipment 
Salvage Services 
Truck Alarm Systems 
Watchman's Clocks 


SERVICES 


62. 
127. 


64. 


115, 
65. 
66. 


Accounting System 
Filing Systems 
Office Planning 
Photocopying 
Record System 
Sales Incentives 


MISCELLANEOUS 


131. 
132. 
116. 
103. 
130. 
117. 
104. 

7¥, 
114, 
100. 
126. 
101. 


Accident Diagramming 
Advertising Blotters 
Advertising Specialties 
Birthday Cards 
Building Evaluation 
Display Materia! 
Greeting Cards 
Leather Goods 

Policy Wallets 
Promotional Gifts 
Endorse & Cancel Calculators 
Silencer for Dictating 
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youre making a olarim error 


if you neglect truck-bus profits 


Don’t close your eyes to profitable truck-bus insurance ! 


Is it the technical details that bother you? 


Markel Service eliminates all your servicing headaches— MARKEL SERVICE INC 
e 
lets you focus on selling! WOME OFFICE: Richmond, Va. 


. , , . “El ates The Cause to Eliminate The Accident” 
And those selling prospects look bright. You are offering Te ae 


your customers not just a foolproof insurance Exclusive Underwriters for the American Fidelity and 
: Casualty Company, Ine. The largest stock company 

policy —but a complete safety program as a free extra. in the world specializing in motor carrier coverages. 

Markel gives them 24-hour engineering service, 

day and night claims service. highway driver checks, *  MARKEL SERVICE, INC. 

traffic-hazard reports. safety meetings, awards + Richmond, Va., Dept. B-12 


systems, and mechanical inspections. Markel gives them Gentlemen: Yes, I am interested in selling this 


an average 28% reduction in their accident rate— kind of coverage. Without obligation, send me 
at once all the details on Markel Service and 


and then proceeds to lower their premiums accordingly! 
the 10-Point Plan to Profits. 


All you do is sell these extras— Markel takes care 


os : Name 

of delivery! And now, can’t you see your way Look for this. 

: symbol of safety - Address_ 

on trucks and = Gin oo 
is bright. Mail the coupon today for full details. buses everywhere. ........ nd 


clear to writing truck-bus insurance? The profit outlook 





THE AIR FORCE’S 
F-100 SUPER SABRE 


SPEED: Top secret—but known to be 
supersonic and fast enough to boost the 
world’s speed record to 754.98 m.p.h. 


Inthe lnsuranee Business 


AETNA’S HOME OFFICE 
CASUALTY AND SURETY 
SALES COURSE 


SPEED: No secret. Graduates report 
that just five weeks at the Sales Course 


advances success by three to five years. 


If you are interested—for yourself or for a member of your agency — 
in the intensely practical training available at the Aitna’s Home Office Casualty 


and Surety Sales Course, write for full details or contact 





the nearest field office of the — 


FETNA Casualty AND Surety Company 


The Aina Life Affiliated Companies write practically every form of insurance and bonding protection 
LIFE AND CABUALTY FIRE AND MARINE 
Alma Life lasurance Company Automobile Insurence Company 
Airma Casualty and Surety Company Standard Fire Insurance Company 
Hartford 15, Connecticut 
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EDUCATION WN INSURANCE 


DULT education on a large 

scale—and by this. I mean 

the education on a part-time 
basis of those generally employed— 
has become an important phase of 
American life during the past half 
century. Back in the early 20's, 
a keen eyed French philosopher, 
André Siegfried, published a book 
entitled “America Comes of Age.” 
In that book he made the ‘startling 
observation that, “The time is past 
when a youth is initiated into busi- 
ness by sweeping out the office— 
America sincerely believes in eco- 
nomic education.” 


Considered a Waste of Time 


The accepted concept of the 20's 
was after all the concept of a few 
great men of business. That concept 
closed the door to men of ability 


further down the line. To most men 
of practical affairs, the idea of sys- 
tematic educational training for 
business leadership seemed nothing 
more than a ridiculous waste of 
time which would be sure to make 
the man unfit for business decision 
or direction. 

All too frequently that kind of top 
management dissipated the human 
resources of the company concerned. 
More often than not it failed to 
build a harmonious self-propelling 
executive staff that gave that par- 
ticular company a sense of continuity 
and inward grace. To some ex- 
tent, at least, over the years since 
the 20's, we have said goodbye to 
all that but there remains a long 
way to get yet if the leaders of our 
business are not to be remiss. For- 
tunately we have developed new 
techniques of personnel selection and 
made more stringent our require- 
ments for formal education. 

It has been said that top manage- 
ment has a twofold obligation. 


1. Its short range duty—the duty 
to keep the body of operating know]- 
edge up-to-date, abreast or ahead of 
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CAMERON S. TOOLE 
New York City Manager 
The Travelers Fire Insurance Co. 


competitors. The end result of this 
duty is sales and profit. 

2. Its long range duty—the duty to 
find and develop new employees at 
all levels—to pass the body of per- 
fected operating knowledge on to 
them and to have them ready when 
time takes away the present per- 
sonnel. 


Certainly then, a primary task is 
to build an enduring enterprise, to 
maintain and to improve over the 
long range the stability of the pres- 
ent executive and supervisory organ- 
ization. And how is this to be done? 
By maintaining not just an adequate 
capital and surplus, but by main- 
taining an adequate supply of mind 
power—by finding young men with 
minds suitable to the insurance busi- 
ness. Having found these young 
men it should then be the responsi- 
bility of management to encourage 
them to increase their insurance edu- 
cation and with gradual promotion 
bring them along to positions of 
authority. 

It is recognized that education 
and training are not synonymous, 
but that education is the broader 
term and that training is but a 
limited aspect of education. As ex- 
pressed by Dr. James H. Greene in 
“Organized Training in Business,” 
“Education may be a process of ac- 
quiring skills, attitudes and knowl- 
edge to aid in meeting life situations 
which cannot be determined specifi- 
cally in advance. In_ the 
training, business situations must be 
known in advance and the training 
devised to meet them specifically.” 

Insurance is old but insurance 
education is modern. Its growth has 
been instituted and encouraged by 
the considerable expansion and in- 
creasing complexity of our business 
within recent years. The importance 
of technical insurance training has 


case ot 


consequently come to the fore. There 
is at the present time in all quarters 
a welcome enthusiasm for education 
whether cultural, vocational or tech- 
nical which insures the young people 
of today that they may more readily 
hecome the leaders of tomorrow. 


Management Must Know 


But it is not enough to profess 
faith in the value of any and all 
education, to guess that the indus- 
try’s educational organizations are 
doing a good job, to feel that provi- 
sion for training at all levels is 
available, to contribute financially 
to cooperative programs and then 
forget them. It is simply not suffi- 
cient for the management to think 
or feel or hope that training pro- 
grams are preparing a continuous 
flow of mind power suitable and 
adequate to assume increasing future 
authority. Top management must 
know that such is the case. How- 
ever, let us not forget that the use- 
fulness of the executives of today 
as well as tomorrew depend just as 
much upon knowledge of human ad- 
ministration as technical ability. 

H. Bruce Palmer, president of 
Mutual Benefit Life is quoted as 
saying, “My executive function as 
president of our company should be 
viewed as encompassing three major 
responsibilities ; coordination, public 
relations and planning. When the 
executive carries out the first of these 
functions, coordination, he is dealing 
with people. If you were to question 
me as to my greatest responsibility 
I would unequivocably state that the 
problems of all the people in our 
organization is my major problem 
and responsibility. If we understand 
the fundamental differences of human 
beings and their motivations, and 
their desires for full recognition of 
the dignity of themselves and their 
jobs, then we can better direct them 
to a full realization of their 


bitions.” 
(Ce 


am 


ntinued on the next pege) 





Education in Insurance—Continued 
In the October issue of Kortune 

there is a most interesting article 

called “The Crown Princes of Busi- 


ness.” It tells what a major problem 


the training of young college men 


The ar- 
ticle states, “No aspect of this man 


IS .Or Many corporations 
agement curriculum so interests the 
the 
teaching that pervades the entire 
program. If the task of the manager 


trainees as human relations’ 


is not work so much as managing 
other people's work, it follows that 
getting along with people is far and 
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@ Established Southwestern fire and 
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equipment, insurance work layout and 
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forty persons in statistical division. 
Excellent opportunity. 
ence and starting salary required to: 
Personnel Director, Houston Fire & 
Casualty Insurance Co., P. O. Box 
1869, Fort Worth, Texas 
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away the most important skill of all.” 
The key man should know how to 
motivate groups and individuals. 

Some insurance companies have 
their own training programs but 
these are located for the most part 
in the home office or principal place 
of business of the company. Some 
of these same companies mail ma- 
terial for home study—the papers 
being returned to the home office 
school for grading and comment. At 
the present time, there are seventeen 
company-sponsored schools for the 
education of agents and_ brokers. 
These range in length from one to 
ten weeks—the average being six or 
seven weeks—and most of them are 
of high calibre. The oldest one of 
these in the country is that of 
The Travelers Insurance Companies 
which has been turning out well in- 
formed insurance men for over half 
a century, 

Many companies urge their em- 
ployees to register for courses given 
in large metropolitan centers. An 
outstanding example is The School 
of Insurance of The Insurance So- 
ciety of New York whose education 
service last year was extended to 
2600 students representing 506 in- 
surance companies. Upon successful 
completion of such courses some 
companies reimburse the student for 
all or part of the tuition cost. More 
than two hundred colleges through- 
out the country are presently giving 
insurance many of them 
designed to prepare for the exam- 
inations leading to the C.L.U or 
C.P.C.U. designation. My hat is off 
to those who by dint of hard work 
and sacrifice have qualified. It would 
be interesting some time to amass 
the testimonials of these folks show- 
ing how they have bettered them- 
their clients—the industry 
by living up to the rules of profes 
sional conduct. 
the keynotes of these two organiza- 
tions and is supported by company 
officials who see that their agents 
or employees are reimbursed—at 
least in part—for the money 
pended in obtaining the designation. 

In my talks with those who have 
received the designation, I find that 
one of the factors which influence 
young men and women to prepare 
for the examinations is the prestige 
which they feel will be theirs hecause 
of it. T think this is particularly 


courses, 


selves 


Education is one of 


exX- 


true among the younger age group. 
It requires a considerable amount of 
preparation to take and successfully 
pass these examinations. In the last 
year or two the ratio of those suc- 
cessfully passing the examinations 
has not been as high as it was a few 
years ago, and | think it is due 
chiefly to the fact that many of those 
presently taking the examinations 
had not had the background and 
experience that was true of those 
who may have been what we would 
call pioneers in this movement. 


A Broader Knowledge 


In addition to the prestige angle, 
the second and probably more im- 
portant objective is the rounding 
out of one’s knowledge not only in 
the multiple line field of insurance, 
but in the fields of accounting, fi- 
nance and law as they pertain to the 
insurance business. Many people 
whe have studied for these examina- 
tions considered themselves special- 
ists in their particular field, but 
found upon completion of — the 
courses of study that they need no 
longer be bored with doing the same 
type of work year after year because 
their knowledge opened up oppor- 
tunities if they so desired with 
management in the commercial: or 
industrial world. One with this spe- 
cialized knowledge might well serve 
as an insurance buyer or insurance 
manager. We think of the insurance 
agent or broker as the “middle man” 
whose duty it is to buy the maximum 
protection for the least amount of 
money in those companies with good 
financial standing which are - ad- 
mitted to do business in the state 
or states where their insureds have 
property to insure. I wish that a 
larger number of young men con- 
nected with the agency and broker- 
age business would take an interest 
in ©.L.U. and C.P.C.U. because | 
think to date the majority of 
C.P.C.U.’s (at least) have been 
among company ranks. 

The best way—in my opinion 
to obtain this education is by formal 
class room instruction. Private read- 
ing has its limits—this notwithstand- 
ing the fact we may be given a 
detailed bibliography with suggested 
readings. We cannot ask questions 
of books and what is equally impor 
tant they cannot ask questions of us, 
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and we do not always read what we 
can. Class room discussion is really 


very important. The exchange of | 


| 


ideas between instructor and stu- | 
dents as well as between the students | 
themselves is in itself quite an edu- | 
cation. Some schools feel that active | 
class room participation in discus- | 
sions is so important that regardless | 
of how good a grade one might | 
secure in a written examination, the | 
student receives no credit for taking | 


the course unless he has taken an 
active part in class room discussion. 

Tragic losses of administrative 
business and industrial man-power 
at productive ages because of un- 
relieved overstrains, and overwork 
are deplorably common. Even more 
common and more costly to business 
and industry is administrative mental 
stagnation. When it is recognized 
that periods of systematic study are 
as necessary to intellectual growth of 
the mind as periods of recreation 
are to the health of the body, then 
something will be done about this 


latter type of breakdown of mental | 


stagnation. Physically, the prolonga 
tion of effective usefulness may be 
mainly a matter of adequate relax- 
ation. Mentally, however, it may 
well be a matter of exercise. Re 
member, only unused tools corrode. 


ALASKAN FIRE RATES 


N INCREASE OF 25% in fire in 
ie rates on about 90% of 
all commercial risks in Alaska was 
filed by the Pacific Fire Rating Bu 
reau effective October 1. Dwelling 
rates were increased 20¢ over the 
basic rate and dwelling contents 
rates from two to five cents depend 
ing on locality. 


INTERPRETATION 
COMMITTEE 


D, MURPHY, president of the 
National Association of Insut 
ance Commissioners has appointed 
the Industry Committee on Inter 
pretation of the Nationwide Marine 
Definition. The committee has the 
duty of recommending interpreta 
tions of the definition to the N.A.L.C, 
and to the individual commissioners. 
The definition has now been adopted 
by thirty states and territories but 
we were in error in noting previ 
ously that Missouri was one of the 
states which had taken this action 


Appearing in business magazines. 
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just walked out the door! 


You didn’t notice anything different. He left 
promptly at 5:07... just as he had for almost 20 
years. But he didn’t show up for work the next day. 
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You never know when employee dishonesty may 
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walking out the door! 
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for his name. We'll supply it promptly. 


100 Broadway, New York 5, N. Y. 
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Termination of an Agency—from p 23 
in this connection that there is no 
notice specified in the provision 
which we have been considering. 
The contract may simply be termi- 
nated by either party at any time 
upon written notice to the other. 
Every agency agreement may not be 
uniform in this particular. Some 
agreements may require a fifteen or 
a thirty day written notice in order 
for a termination to be effected. I 


have seen contracts of an earlier 


vintage which require this, and it 
would be well for an agent to exam- 
ine his contracts to find whether 
his agency may be terminated at 
any time or whether he is entitled 
to a certain specific number of days 
notice. 


A Simple Form 


Our termination clause merely 
requires written notice, which may 
be delivered to the agent by hand, 
through the mail, or by telegraph. 
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It simply must be in writing and 
necessarily it should be delivered 
either personally to the agent in- 
volved or to someone in his employ 
who could reasonably be expected 
to call it to his attention. If the 
agent should be asked to acknowl- 
edge by his signature that he has 
received such a notice, there would 
certainly be no disadvantage to the 
agent in complying with this re- 
quest. The notice of course should 
be definite enough to apprise the 
agent of the fact that his agency is 
being terminated. A simple form 
of termination notice is as follows: 


Date 


Please take notice that the agency 
agreement between you and _ the 
undersigned is terminated as of (a 
specified date which would nor- 
mally be in the future). 


( Title ) 


A retroactive notice could, in my 
opinion, have no effect on any busi- 
ness which had been written by the 
agent between the date specified in 
the notice and the date of receipt. 

Another method of terminating an 
agency is by having the agent and 
the company representative enter 
into an agreement to end the rela- 
tionship. This additional agreement 
is separate apart from the agency 
agreement itself and would simply 
state that it is hereby understood 
and agreed that the agency agree- 
ment between the X Insurance Com- 
pany and the agent dated 
- is terminated as of the effec- 
tive date of termination. This agree- 
ment should be dated and signed 
by both the company, through its 
representative, and the agent. 

At this point we have the required 
notice of termination delivered to 
the agent concerned, and up to this 
time there should be very little op- 
portunity, if the agency termination 
provision is scrupulously followed, 
for any misunderstandings 

However, as part of the pro- 
cedure, the closed agency represen- 
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tative may be asked to hand over 
his executed agency agreement to 
the company representative. Some 
agents have questioned the propriety 
of such a request, feeling that they 
may be placing themselves in jeop- 
ardy by complying in the event 
certain questions are raised later 
which could only be determined by 
an examination of the agency agree- 
ment. 

I understand that most agency 
agreements are executed in at least 
duplicate, with the agent retaining 
a duplicate original in his posses- 
sion. This means of course that the 
principal has at least one executed 
copy of the contract in its posses- 
sion at all times, but nevertheless 
makes such a request of the agent 
in order to gain possession of the 
remaining evidence of the agent's 
authority to represent the company 
which is, of course, contained in the 
agency agreement still held by the 
agent. There is no way a third party 
could determine by an examination 
of an agency agreement that it had, 
in fact, been terminated, and such 
a third party would probably have 
the right to assume that the agent 
was still a bona fide representative 
of the company. 


Not at All Unusual . 


It must be stated parenthetically 
that the request of the company to 
pick up this contract is not at all 
unusual and has its genesis in the 
natural desire to protect itself. How- 
ever, inasmuch as the agency agree- 
ment is silent on this subject. I be- 
lieve that the agent need not sur- 
render his contract and that he is 
justified in refusing to do so, if that 
is the course he cares to follow. 
But the question of whether an agent 
should surrender his contract upon 
termination of his agency is really 
not, in my opinion, of major im- 
portance, regardless of how it is 
decided. 

Some of my readers may be ac- 
quainted with a rule of evidence 
called ‘the best evidence rule.” This 
rule as it is understood and applied 
in present day practice requires that 
one who desires to prove the con- 
tents of a writing must do so by 
producing the writing itself, unless 
sufficient reason is shown for not 
producing it. Imagine, if you will, 
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that the agent wishes to prove in 
court the contents of this agency 
agreement. The “best evidence rule” 
would normally require him to pro- 
duce the writing, or failing that, to 
explain why he doesn’t have it. 
The explanation that it had been 
surrendered to the company would 
seem to be a sufficient showing to 
overcome the requirements of the 
best evidence rule and allow the 
agent to prove the contents of the 
writing by what is called “secondary 


evidence.” Such secondary evidence 
could be, among other things, a 
photostat copy which the agent may 
have been farsighted enough to have 
had made during the more halcyon 
days of his relationship with the 
company. 

It is true that the surrendering of 
the terminated contract to a company 
representative might, under certain 
circumstances, cause the agent in- 
convenience and some delay. But 


(Continued on the next page) 
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It's a 
GOOD POLICY 


...to continue “going to 
school”’ all your life— 
through reading, attending 
association meetings, ex- 
changing information. No- 
body ever lived long enough 
to learn all there is to know 
about the complex, ever- 
changing insurance business! 
One of a series of Helpful Hints 
from Successful Agents. Watch 
‘ this column for more. 
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Termination of an Agency—Cont. 


following such a course is in no 
sense catastrophic and should not 
be regarded as an important tactical 
move one way or the other. How- 
ever, I believe that if I were an 
agent under these circumstances, | 
would not surrender my contract, 
on the principle that it does not 
require me to give it up and if anyone 
is to be subsequently inconvenienced, 
my best interest indicates that it 
shouldn't be 1. Many agents, find- 
ing themselves in a similar position, 
would agree or disagree with me, 
no doubt in direct proportion to 
their emotional involvement and the 
degree of chagrin which may have 
developed as a result of the termina- 
tion. 

The agency agreement states that 
the company supplies furnished to 
the agent shall remain the property 
of the company and shall be re- 
turned to the company through its 
representative promptly upon de- 
mand, Naturally a demand will be 
made for return of the supplies at 
about the same time the notice of 
termination is received by the agent. 
The agent is required by his agree- 
ment to return these supplies and, 
after he has done so, he should re- 
ceive back as part of this trans- 
action a receipt from the company 
representative. [I understand that 
occasionally an agent is reluctant 
to comply with this provision and it 
is difficult for me logically to under- 
stand why. This is one area in 
which the agent has no choice and 
in all good faith he should certainly 
do that which he has promised to 
do. It is easy to fathom the com- 
pany’s interest in regaining posses- 
sion of its policy forms in order to 
protect itself from the rather re- 
mote possibility that an agent might 
use them in a fraudulent manner. 


Unexpired Business 


Before the insurance company 
notifies the insurance department of 
the termination of the agency, the 
agent should consider how the un- 
expired business of the company 
still remaining on the agent’s books 
is going to be serviced, unless this 
matter has been 
sidered and = an 


previously con- 

understanding 
reached. This becomes important in 
the case of annual, orthodox term, 


installment term, or annual renewal 
business, The agent should discuss 
with the company representative 
how this can be handled in a manner 
to preserve the ownership of ex- 
pirations for the closed agent. Also 
the agent’s right to collect premiums 
and retain his commission thereon 
on subsequent installments when in- 
stallment payment plans have been 
used should be clearly understood 
and agreed to. The company of 
course may wish to retain until ex- 
piration some desirable business on 
the agent’s books, and for this rea- 
son may agree with the agent to 
make the termination effective sub- 
sequent to the running off of this 
business. In this situation the com- 
pany will probably require the agent 
to agree that he will write no new 
business nor in any way increase 
the company’s liability. 


To be Thoroughly Discussed 


The company may not agree to 
allow the agent to continue even 
in this limited manner and accord- 
ingly may insist that the insurance 
department be notified that the agent 
no longer represents it. In this event 
the company may agree to allow -the 
agent to reinsure the unexpired busi- 
ness with another company in the 
agent’s office, if such an arrange- 
ment could be worked out on an 
agreeable basis. However, | am in- 
formed that in connection with 
casualty business, it is most unusual 
for one company to reinsure another, 
If the casualty termination is on a 
so-called friendly basis, the agent 
should be permitted to allow the 
business to run off the books and, 
during the intervening period, take 
care of routine matters so long as 
no new policies are written. At any 
rate, it would appear that this matter 
should be thoroughly discussed with 
the company representative and an 
agreement reached. Any agreement 
on how the unexpired business is 
to be handled could be reduced to 
writing in letter form, without the 
necessity of a formal contract just 
so long as the salient points of the 
understanding are set forth, 

Whether or not a company would 
agree to one of these arrangements 
will depend largely on the agency in- 
volved, the type and desirability of 
the business remaining on the agent’s 
books, and the company’s experi- 


Best’s Fire and Casualty News 





























— aT 



































ence with the agent. Generally these 
situations do work out, but it is an 
immutable law of human conduct 
that cooperation between disagreeing 
parties is most easily achieved when 
there has been a reasonable amount 
of dignity and decorum on both sides. 

As every agency termination will 
present a different factual situation 
at least in some respects, it is im 
possible to prognosticate accurately 
just which of the various points 
discussed will prove to be the main 
bone of contention. In a real situa- 
tion the agent would doubtless be 
faced with variations of these, to- 
gether with some entirely different 
ones which have not been mentioned. 
However, it is felt that heretofore 
we have looked into the most press- 
ing points which ordinarily must be 
considered by an agent when he 
separates from his company. 


Ownership of Expirations 


The clause which protects the 
agent in his ownership of expirations 
comes into operation, according to 
its terms, when the agency is termi- 
nated. In order to be eligible for 
this valuable agency right, the pro- 
vision requires that the agent must 
have “promptly accounted for and 
paid over premiums for which he 
may be liable.” This language of 
course means exactly what it says 
and it is assumed that the agency 
will be able to promptly settle its 
accounts with the withdrawing com- 
pany and thereby reap the harvest of 
its ownership of expirations. 

While the event about which this 
general subject revolves is not one 
to which an agent looks forward to 
happening with any particular en- 
thusiasm, it is well, of course, to be 
prepared for any contingency. Many 
agents would doubtless consider the 
termination of their agency agree- 
ment as a personal affront and con- 
sequently might not be very recep- 
tive to or agree with the business 
reasons which the company might 
advance as cause for the termina- 
tion. The best advice I can give 
anyone in a situation such as this, 
and upon the happening of this 
is to take it easy and 
think the next step through as un- 
emotionally as possible. 

Certainly any agent who must go 


ba) 
through this operation has a_ per- 





contingency, 
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to inform your prospective clients about 
NATIONAL SURETY’S 
Inland Marine Insurance. 


Anything that is moved from one place to another —on land, 
by sea, in the air—is exposed to the same hazards to 
which stationary objects are exposed plus the dangers 
inherent in transportation. “Dry” marine is the fastest 
growing field in insurance today. Get in touch with your 
clients—practically every one of them is a prospect—then 
protect their interests further by placing the coverage with 
NATIONAL SURETY MARINE INSURANCE CORPORA- 
TION, one of America’s foremost inland marine insurance 
corporations. 
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fect right to depend on the absolute 
bona fides of the company involved. 
There may be differences of opinion, 
but certainly bad faith on the part 
of the company would be a most 
unusual thing. However, the agent 
may feel that he needs the benefit 
of professional advice to assist him 
through the transaction and if this 
is the case, he should avail himself 
of the services of a local attorney 
whose background experience can 
prove invaluable both from a prac- 
tical and morale standpoint. 

In relatively good times, such as 
we have been traveling for the past 
several years, agency terminations 
are not ordinarily invoked because 
of the finances of the agent. How- 
ever, if the economy should become 
less stimulated, with a leveling off 
and subsequent recession, we could 
expect an increase in terminations 
based upon the non-payment of 
agency balances. This type of termi- 
nation might, if the agency’s finan- 
cial condition were aggravated 
enough, end in the appointment of 
a so-called “committee” to take over 
the operation of the agency. We 
have not discussed this problem and 
the termination we have been con- 
templating ordinarily develops be- 
cause of differences of opinion be- 
tween company and agent for truly 
insurance reasons such as_ under- 
writing, capacity and poor loss ex- 
perience. 

The agent should approach the 
possible termination of his agency 
with equanimity and a measure of 
confidence. It can all be summarized 
by saying that no purpose is served 
by losing his head in addition to 
his company, and ordinarily these 
transactions are consummated in an 
orderly, sensible way, with the inter- 
ests of both the company and the 
agent fully and properly protected. 


BLUE CROSS GROWTH 


T THE END OF 1952 Blue Cross 
| See covered 43,815,021 per- 
sons in the United States ; 26.9%, of 
the total population. Comparable 
figures for Blue Shield were 24,- 
766,176, and 16.2%, according to 
Harry Sesan, vice-president, Asso- 
ciated Hospital Service of New 
York. 

Best’s Fire and Casualty News 





“DELIVERED” SERVICE 


Engineering service is a “must” today for the progressive agent 
or broker. Indeed, his success frequently depends upon this vital 
service because it means satisfied clients and new business through 
improved, correctly priced programs of insurance. 


The 17,000 top producers representing Fireman's Fund enjoy the 
advantages of efficient engineering service. Our engineers are spe- 
cialists in their field and always available with their knowledge of 
construction, fire safety and prevention, rating schedules and other 
technical tools that make for professional insurance selling and 
servicing. 

This and other Fireman’s Fund “delivered” services are described 
in our booklet, “Why Are You a Better Agent?”. The coupon will 
bring you a free copy. 
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QUILT BY THE NEWPORT NEWS SHIPBUILDING AND ORY DOCK co. & 
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By 1882, the clippers which had broken all speed records in the previous 

decade were being slowly displaced by bark and schooner-rigged 

steamships. In that year, Chubb & Son was founded and took part in the 
insuring of a number of these transition vessels. Today Chubb & Son shares in the 
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Construing Auto Policies 


S A general rule, under the 

ordinary, voluntary type of 

automobile liability policy, the 
insurer may assert, as against the in- 
jured person, the same defenses 
which would have been available 
against the insured. The injured 
person ‘‘stands in the shoes” of the 
insured, his rights under the policy 
are derived from the insured, and he 
therefore is subject to the same dis- 
abilities with respect to the insurance 
carried as is the insured.' However, 
by statute an injured person may 
have rights against the insurer apart 
from the rights of the insured. In 
such a case, the rights of the injured 
person are regarded as independent 
and primary.” 


Uniform in Objective 


Prominent examples of such sta- 
tutes are financial responsibility laws 
which have been enacted in the vari- 
ous states.* These laws vary in many 
respects but are uniform in their 
basic objective to protect innocent 
victims of highway accidents from 
reckless and financially irresponsible 
motorists. They usually apply upon 
the conviction of the motorist for 
certain violations of motor vehicle 
laws, or upon his failure to satisfy 
judgments within a certain period 
which result from automobile acci- 
dents, or upon his being involved in 
an automobile accident irrespective 
of negligence or the violation of any 
motor vehicle law and regardless of 
whether any suit for damages has 
heen brought by any other party. 


For December, 1953 


EDWARD F. EARLE 
Counsel of the National Bureau 
of Casualty Underwriters 


Upon conviction or failure to satisfy 
a judgment, and in some cases upon 
involvement in an accident, the 
motorist usually is required, among 
other things, to provide proof of fi- 
nancial responsibility for future acci- 
dents. Failure in such cases to file 
proof results in suspension and rev- 
ocation of his license and registra- 
tions until such proof is provided. 
One common method of providing 
such proof is by having an author 
ized insurance company file with 
the state officer administering the 
law a written certificate certifying 
that there is in effect a motor vehicle 
liability policy for the benefit of the 
person required to furnish proof of 
financial responsibility. 

The financial responsibility laws 
usually set forth what is meant by a 
motor vehicle liability policy and 
state its requirements. Among other 
things, they state that the liability 
of any insurance company thereun- 
der shall become absolute whenever 
loss or damage covered by the policy 
occurs. It is this “‘absolute’’ feature 
that it is the purpose of this paper 
to explore—absolute as to whom, 
under what circumstances and in 
what respects? For purposes of il- 
lustration, the financial responsibility 
law as enacted in New York * will be 
used as representative. 

We may begin by ascertaining 
when the policy is not absolute. The 
general rule is that the policy is not 


absolute when it has not been issued 
and certified as proof of financial 
responsibility pursuant to the re- 
quirements of such a law. If the 
insured has not done anything or 
has not failed to do anything which 
would bring him within the sanctions 
of the financial responsibility law, 
the mere fact that he has an auto- 
mobile liability policy outstanding 
will not cause it to be applied free 
of policy defenses to a particular 
accident. The distinction between 
ordinary automobile liability policies 
and motor vehicle liability policies 
required as proof of financial respon 
sibility is clearly drawn. One court ® 
states that “the words ‘motor vehicle 
liability policy’ are used in the Act 
as a term of art, having reference 
only to policies certified as proof 
under the proof section of the Act.” 


To Protect the Public 


Another,’ in holding that a motor 
vehicle liability policy, as defined in 
the Act, must refer only to “required 
policies,” states that “the purpose 
to be furthered by the Act, and its 
limitations, are clearly apparent. It 
is intended to protect the public from 
suffering loss through the careless 
ness of automobile owners who have 
manifested their financial irrespon 
sibility. It differentiates between 
car owners who have shown them 
selves to be irresponsible, and those 
who have not. 
those who 


It declares that when 
carry liability policies 


(Continued on the next page) 





Loss Logic-—Continued vided *** as proof of financial re- 
sponsibility.” 
through legal compulsion cause dam- 
age in automobile operation, their 
insurance carriers are absolutely hi 
able for the resulting loss; but it A motor vehicle liability policy 
lays down no such rule in the case under the financial responsibility 
of the automobile owner voluntarily laws also is not absolute as to any 
carrying such a policy, whose re- coverage which is not required for 
sponsibility has never been ques- such policies by these laws. Some 
tioned.” Some statutes* further statutes, for example in New York, 
draw the distinction by defining a specifically provide for this by stat- 
motor vehicle liability policy as ing that a motor vehicle liability 
meaning a policy “certified as pro- policy may grant any lawful cover- 


Coverage Not Required 
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age in excess of or in addition to the 
coverage specified in the law and that 
such excess or additional coverage 
shall not be subject to the provisions 
of the law.® The following examples 
illustrate coverage that is not re 
quired and as to which, therefore, 
the company retains all policy de 


tenses : 


(1) Most laws provide in substance 
that in addition to the named in- 
sured, a policy issued to an owner 
must cover any other person using 
or responsible for the use of the 
vehicle with the consent, express or 
implied, of the named insured.’° A 
similar provision, covering addi 
tional persons as insured, is found 
in the standard provisions for auto- 
mobile liability policies which is the 
form most widely in use by com 
panies.'' If the other person does 
not have such consent, that is a suffi 
cient defense which the insurance 
company may assert in denying him 
coverage under the policy.’* There 
has been no uniformity however 
where the other person obtains the 
car with the consent of the named 
insured but is using it for a purpose 
not contemplated by the named in- 
sured at the time of the accident. In 
some jurisdictions,'® such a devia- 
tion will preclude coverage under 
the policy whereas in others,'* the 
initial consent suffices. 


(2) Many of the financial responsi- 
bility laws provide, either on a man- 
datory or permissive basis, for cer- 
tain policy exclusions. The most 
common exclusions are those refer 
ring to injury or death of an employee 
of the insured for which benefits are 
payable under any workmen's com- 
pensation law and those referring to 
damage to property of others in 
charge of the insured or of his 
agents or employees. The policy is 
not absolute, as a result, when any 
of these exclusions apply and they 
may be asserted as a good defense 
either against the insured or the 
injured party. Thus a_ permissive 
exclusion referring to “injury to an 
employee while engaged in the in- 
sured’s business” ! and an exclusion 
applying to one employee, causing 
injury or death to another employee 
while in the course of their employ 
ment, in an accident arising out of 
the use of the vehicle in the named 
insured’s business,’® have been up- 
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held. The courts reasoned that such 
exclusions do not deprive the general 
public of the protection afforded by 
the financial responsibility law and 
that the legislature in enacting such 
a law did not adopt any policy re- 
quiring an employer to insure his 
employees. Another court, however, 
in applying a similar exclusion, has 
held that a company will be bound 
by its own policy exclusion if it sees 
fit to use its own language rather 
than the more broad language per- 
mitted by the statute.'7 A permis- 
sive exclusion concerning use of the 
vehicle for transporting persons, 
material or merchandise for a con- 
sideration also has been upheld.’* In 
another case, the statute permitted 
the giving of notice of suit by the 
injured party if the insured failed 
to do so. Failure to give such notice 
was upheld as a sufficient defense by 
a company whose policy required 
such notice.!” 


Excess Limits 


(3) A motor vehicle liability policy 
under the financial responsibility 
laws also is not absolute as to the 
limits of liability in excess of those 
required by the law. These laws 
require certain minimum limits, us- 
ually $5,000 for injury or death of 
one person and subject to this limit, 
a limit of $10,000 for injury or death 
of two or more persons in any one 
accident, as well as a limit of $1,000 
because of injury to or destruction 
of property of others in any one ac- 
cident. If the policy provides for 
limits in excess of these, any policy 
defenses available to the insurer will 
be applicable as to that part of the 
limits in excess of those required.*? 
Some statutes specifically so provide 
as, for example, in New York where 
it is stated “ *** if the policy shall 
provide for limits in excess of the 
limits designated in this section, the 
insurance carrier may plead against 
such judgment creditor, with respect 
to the amount of such excess limits 
of liability, any defenses which it 
may be entitled to plead against the 
insured, *** ” 31 


(4) Finally the policy, when abso- 
lute, is so only as to claims by an 
innocent third party and not as to 
claims by the insured. Most policies 
contain a provision conforming the 
policy to the financial responsibility 
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law of any state or province which 
shall be applicable, to the extent of 
the coverage and limits of liability 
required by such law. They then 
provide that “The insured agrees to 
reimburse the company for any 
payment made by the company 
which it would not have been obli- 
gated to make under the terms of 
this policy except for the agreement 
contained in this paragraph.” ** Such 
a provision is considered valid ** and 
is specifically provided for in some 
financial responsibility statutes.** 
Having considered when the pol- 
icy is not absolute, we now may 


the circumstances under 
which it has been considered abso- 
lute by the courts when called upon 
to interpret this feature of the fi 
nancial responsibility laws. The or- 
der of the usual policy will be fol- 
lowed, namely, declarations, insuring 
agreements, 
tions. 

In addition to providing that the 
liability of any company under a 
motor vehicle liability policy shall 
become absolute whenever loss or 
damage covered by the policy occurs, 
some financial responsibility 


consider 


exclusions and condi 


laws 
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GLENS FALLS EXTRAS 


Have you ever attempted to place insurance on a 
terminal grain elevator? The huge values and the 
unusual hazards involved would undoubtedly make 
your task a hard one. Yet, the agents of the Glens 
Falls would merely have to turn to the Underwriters 
Grain Association for expert advice and help. This 
organization is prepared to issue policies of fire and 
lightning, extended coverage and sprinkler leakage 
in the amounts necessary to protect the tremendous 
values of buildings, machinery, equipment, con- 
tents, charges and expenses of a terminal grain ele- 
vator in the Middle West. Here is another Glens 


Falls Extra. 
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COVERAGE TRENDS 


NE of the marked trends in 
recent years in the accident 
and health insurance field lies 


in the area of improved and experi- 
mental and methods. 
Some of the major developments 
within this area are the following: 


coverages 


\. The development of hospital and 
surgical insurance. 

I}. Broadened and improved “Com- 
mercial” coverages. 

C. The development of polio insur- 
ance, 


DD. The experiment in major (or 
catastrophe) medical expense insur- 
ance, 


Al. The Development of Hospital 
and Surgical Insurance: 

While hospital, surgical, and medi- 
cal benefits had long been included 
in both “commercial” accident and 
health policies, the active develop- 
ment of hospital and surgical in- 
surance as such followed shortly 
after the establishment of the Blue 
Cross plans in the early 1930’s. The 
early policies contained limited bene- 
fits both with respect to amounts 
and scope and generally were not 
written by the larger, long estab- 
lished writers of accident and health 
insurance. Gradually, as more ex- 
perience was gained and competition 
increased with the entrance of more 
companies in this field (as well as 
the extension of the Blue Cross 
plans) benefits were increased and 
made more realistic, policies were 
liberalized, and coverage was ex- 
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tended to include dependents of the 
insured and persons in the older age 
brackets. This trend is still in prog 
ress. Last year alone, several of the 
larger and more prominent writers 


Some of the major developments 


of accident and health insurance 
entered this field for the first time. 
Still others will unquestionably fol 
low in the near future. The result 
of the entrance of these companies 
in the hospital and surgical field 
should be extremely salutary, 


Climbing Loss Ratio 


This form of insurance is not with 
out its problems, however, the loss 
ratio has been climbing alarmingly 
in each of the recent years, In 1948 


it was 42.8%. In 1949 this rose to 
18.9%. By 1950 it had risen to 
57.3%. The degree to which this 
increase of losses can be borne by 
each company writing this coverage 
depends principally upon the rate of 
commission the pays its 
agents as well as the general expense 
ratio of the company. If these are 
high, as they are in many cases, then 
the company is facing trouble. If 
they are reasonable, the company 
will be in a position to withstand 
such increasing loss. The rate of 
increase in the loss ratios further- 
more appears to differ markedly 
among writers and this would seem 
primarily to be accountable to the 
fact that some companies and their 
agents are much more careful in 
underwriting this business than are 
others. 

The causes of 
losses are several. 


company 


increased 
First, there is 
the increased public consciousness 
of this form of insurance. This 
means greater purchasing of the 
coverage on the part of persons 
most likely to have immediate need 
for it and hence producing adverse 
selection against the company. It 
also means, combined with greater 
consciousness of this form of insur 
ance on the part of doctors and 
hospital administrators as well as 
rapidly increasing medical and hos 
pital facilities, much greater utiliza- 
tion of this insurance, particularly 
with respect to incidence of hospital 
confinement and increase in miscel 
laneous expenses, than the company 


these 
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Coverage Trends—Continued 


was led to expect at the time the 
rates for the policy were made, 
There is also evidence of abuse of 
this coverage by both doctors and 
hospitals. Second, there is the obvi- 
ous effect of inflation, resulting in 
constantly increasing hospital and 
medical costs. When this happens in 
any form of insurance there is a 
tendency for rates to lag behind 
losses. In the field of hospital and 
surgical insurance this 
marked consequences 


has had 


Two Recent Developments 


Two very recent developments in 
this field should be noted. ‘The first 
is the introduction last year by one 
large company with extensive agency 
sources of a form of non-cancellable 
hospital and surgical policy. This 
policy cannot be cancelled nor can 
renewal be refused by the company 
so long as premiums are paid. The 
company can, however, alter the 
rates should such alteration become 
dictated by experience. It, 
ously, is too soon to evaluate this 
development either within itself or 
with respect to its effect on competi- 
tion. 


obvi- 


The other very recent develop- 
ment, an experiment started last 
year, is that of a so-called hospital 
admissions plan for individual and 
family policies. The purpose of this 


Eastern Department 
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plan is to facilitate the entrance of 
insurance policyholders to hospitals. 
Actually such plans have been used 
by a relatively few and generally 
smaller companies in certain large 
cities for several years. These plans 
did not, however, have a basis for 
universal application for all com- 
panies in all communities. During 
the past few years plans workable 
for persons insured under group 
plans have been installed in a great 
many communities throughout the 
country. These plans have func- 
tioned quite successfully and to the 
mutual satisfaction of the policy- 
holder, the hospital, and the insur- 
ance company. Individual and fam- 
ily policies presented a more com- 
plex problem, however. There was 
the question of how the hospital 
would know whether the policy was 
in force, what its coverage and ex- 
clusions were, and whether or not 
the policyholder was covered in each 
particular instance, What is thought 
by some to be a workable basis has 
now been devised and an experiment 
to test its merits is presently under 
way in one city. 


B. Broadened and Improved “Com- 
mercial” Coverages: 

The “Commercial” or broad cov- 
erage forms of accident and health 
insurance, wherein the stress is 
placed upon protection against loss 
of income, has witnessed several 


if 
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developments in the post-war years. 

Many of the benefits in these 
policies have been broadened, re- 
fined, and improved. In health in- 
surance the total disability benefit, 
under which benefits generally had 
been paid for a limit of 52 weeks, 
has been extended to 104 weeks by 
many companies. In the field of 
accident insurance the majority of 
companies have increased the amount 
of blanket medical expense coverage 
50%, have liberalized the definition 
of total disability, have eliminated 
the cancellation provision, have ex- 
tended the coverage to include losses 
due to air travel anywhere in the 
world unless the insured is a pilot or 
crew member, and have liberalized 
the elective indemnities. In addition 
to these, practically all companies 
have eliminated the controversial 
“accidental means” type of insuring 
clause. There is also some distinct 
trend toward paying the full total 
disability benefit for 104 weeks in 
stead of 52 weeks, toward paying 
50% of the total disability benefit 
for partial disability instead of 40%, 
and toward increasing the amounts 
of the dismemberment benefits. A 
further trend is in the direction of 
eliminating the pro-rata provision 
by which, if the insured changes to 
a more hazardous occupation, bene 
fits are adjusted accordingly in re 
lation to the premium paid. These 
broadened and improved coverages 
have been granted without any addi 
tional premium cost to the policy 
holder. When the large benefits 
often contained in the policies is 
considered, this has been a remark- 
able trend in a_ relatively 
period of time. 


short 


Further broadening of these, as 
well as all other individual policies 
of accident and health insurance, has 
been brought about by the recone 
mendation of the National Associa- 
tion of Insurance Commissioners in 
1950 of the enactment, in all states 
having law in conflict, of the Uni- 
form Individual Accident and Sick- 
ness Policy Provisions Law. This 
law, presently enacted in 33 states 
replaces the old 1912 Standard Pro- 
visions Law. It governs the general 
format, size of type, placement of 
policy provisions, and use of titles 
and captions. It further produces 
appreciable liberality not only bv 
virtue of the provisions of the law 
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itself (requiring, among other things, 
a time limit on certain company 
defenses with respect to pre-existing 
conditions, a grace period for the 
payment of premiums, and five days 
written notice of cancellation) but, 
more important, the  liberalities 
which will be included in the new 
policies as a result of the flexibility 
inherent in the new law as contrasted 
with the old one. 

Another trend in this field has 
been that of changing the exclusion 
of coverage for losses resulting from 
war to make the language more 
realistic in terms of modern and 
“undeclared” warfare, 


Older Ages 


With respect to the underwriting 
of these coverages, a most important 
matter in writing large benefits, 
there has been a trend toward writ- 
ing health insurance on increasingly 
older ages and accident insurance on 
more persons in the more hazardous 
occupational classifications. Gener- 
ally, underwriting in this field has 
been liberalized and studies are now 
being conducted with respect to 
the writing of substandard risks. 

It should be noted that the loss 
experience in this field has been 
gradually increasing every year since 
the conclusion of the war, due in 
part to these broadened coverages 
and to the more liberalized under- 
writing. 


C. The Development of Polio In- 
surance: 

The development of polio insur- 
ance during the past few years is 
one which has attracted wide public 
interest. Actually this is a form of 
special purpose coverage. Being 
such, it is able to satisfy that purpose 
at small cost to the policyholder. 
This coverage was developed first 
to cover family units for medical 
expenses resulting from polio. Later 
some companies included in the 
coverage certain other so-called 
“dread diseases.” Today the cover- 
age still is not written by many 
writers although it is included in 
many group policies. 

Experience in writing this cover- 
age follows, in the main, and for 
the same reasons, that experienced 
in the hospital and surgical field. 
Where the insurance exists, the fre- 
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quency of polio diagnosis seems to 
increase tremendously. The effect of 
the rising loss ratios upon each 
company depends on its commission 
and expense rate. As a result, last 
year some writers of polio insurance 
were forced to increase their rates. 


Recently there are reports of com- 
panies experimenting in a form of 
non-cancellable polio insurance, Too 
little is yet known to warrant com- 
ment. Meanwhile equally recent 


medical reports indicating a reduc 
tion and eventual eradication of this 
disease might indicate that the de- 
velopment of polio insurance is not 
of a permanent nature. 


D. The Experiment in Major (or 
Catastrophe) Medical Expense In- 
surance: 

Two years ago a few companies 
began an experiment on both a group 
and individual and family basis of 

(Continued on next page) 


91 





Coverage Trends—Continued 


writing so-called major or catastro 
phe medical expense coverage. The 
purpose of this coverage, in the main, 
is to cover the more unusual and 
severe medical costs. The presump- 
tion is made that the insured is 
either covered for the more usual 
or frequent medical costs or that he 
is prepared to pay these without in- 
surance, While the few plans in 
existence have marked differences, 
the essential principle is one of a 
deductible amount of insurance un- 
der which all expenses for medical 


care of the insured, up to the policyprinciple in the writing of hospital, 


limit, are covered in excess of the 
deductible amount which may be 
anywhere from $100 to $500. The 
plans usually contain some limita- 
tion on the rate of hospital room 
charge which will be reimbursed. 
This is on the theory that when an 
individual chooses a more expensive 
type of hospital accommodation he 
does so as a matter of personal pref- 
erence and not as a matter of medi- 
cal necessity. 

The development of this form of 
insurance has given rise to specula- 
tion of the need for a co-insurance 
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surgical, and medical care insurance. 
Under such a feature the insured is 
required to bear a proportion of the 
expenses, perhaps 20% or 25% in 
addition to the deductible amount. 
As is the case with all co-insurance 
features, the theory is that if the 
insured has to bear a part of any 
loss he will avoid abuse or over- 
utilization of the insurance. The 
co-insurance principle is in use in 
some of the plans presently in 
existence. A contrary thought, on 
the other hand, reasons that in the 
instance of larger claims the per- 
centage to be assumed by the insured 
would in most instances create a 
hardship on the policyholder which 
would defeat the purpose of the in- 
surance. Some plans presently writ- 
ten are limited to expenses occurring 
while the insured is hospitalized. 
Others eliminate pre-existing con- 
ditions. 

While this appears a very promis- 
ing development, there are still some 
very basic questions to be resolved 
before the majority of accident and 
health writers include this coverage 
in their portfolio. There is also the 
unresolved question whether there 
will ever be sufficient public accept- 
ance of this type of insurance. 


AGENT HELD FIDUCIARY 


HE FEDERAL Court of Atlanta, 

Georgia has ruled that a former 
agent of the defunct Preferred Ac- 
cident Insurance Company must 
account for all premiums which had 
not been paid to the company prior 
to its going into liquidation and 
cannot counterclaim for return pre- 
miums or other charges paid out by 
the agent after he had been notified 
of the application for liquidation. 
In the suit brought by Superintend- 
ent Bohlinger of New York, as statu- 
tory liquidator of the Preferred, 
against A. F. Irby and Company, 
Inc., the court held that the agent’s 
relationship had been that of a fidu- 
ciary nature and not debtor and cred- 
itor and that a counter claim could 
not be recognized. The New York 
Department feels this decision will 
expedite the collection of assets from 
other agents in Georgia and in other 
parts of the country who have re- 
sisted the payment of premiums to 
the liquidator. 
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Automobile Liability Insurance—Ex- 

clusionary Clause Limiting Liability to 

Designated Territory Held Partially 

Void As in Conflict With Assigned 
Risk Statute 


Virginia Surety Co. v. Wright, et 
ol: 47933; Dy Cu, Ni) 
114 F. Supp. 124 


The Virginia Surety Co., at the 
direction of the North Carolina In- 
surance Department under the state 
assigned risk statute, issued an auto- 
mobile liability policy to a truck 
operator. The policy which covered 
property damage up to $5,000, ex 
pressly excluded coverage while the 
insured vehicle was in “regular and 
frequent use” outside an area within 
a fifty mile radius of the city where 
the was “principally 
garaged.” 

The insured obtained a job with 
a road building contractor hauling 
crushed stone for projects located 
beyond the territorial limits of the 
policy. While so engaged, the in- 
sured had a collision with another 
truck which was allegedly damaged 
in excess of the policy limits. 


vehicle 


Suit was filed against the insured 
and the contractor in the state court. 
The insurer entered a general ap- 
pearance for the insured in the state 
court and then brought an action in 
the Federal Court against the in- 
sured, the contractor and the claim- 
ant, seeking a declaration of its 
rights. 

Under the above facts, the terri- 
torial limitation, by its express 
terms, would ordinarily exclude any 
liability. However, the assigned risk 
statute, under which the policy had 
been written, requires coverage of 
accidents occurring anywhere in the 
United States. The defendants took 
the position that the territorial en 
dorsement was void as in conflict 
with the state statute and, therefore, 
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that the insurer was liable for any 
recovery in the state court up to the 
full policy limits. 

The district court took an inter- 
mediate position, While the assigned 
risk statute requires unlimited terri- 
torial only requires 
property damage coverage to the ex- 
tent of $1,000 and costs. In view of 
this provision, the court held that 
the territorial restriction void 
but only as to that portion of the 
policy limits required by the statute 

in spite of the insured’s violation 
of the fifty mile limitation, the in- 
surer was liable for any recovery in 
the state court up to $1,000 and 


costs. 


coverage, it 


was 


Fire Insurance—The “Other Insur- 
ance" Clause Interpreted Under Un- 
usual Circumstances 


l“ogel, et al. v. Northern Assurance 
Company, Ltd., et al., (1953, D. 
Ct., Pa.) 117 F. Supp. 591 


The owner of a frame dwelling 
house entered agreement 
with certain prospective purchasers 
for its sale. Shortly after the agree- 
ment was executed, the seller ob 
tained a fire policy insuring his in- 
terest in the house for its “actual 
cash value” up to $6,000. The day 
after he had taken out this policy, 
the purchasers insured their inter- 
est in the same property for its “ac- 
tual value” up to $12,000. 
Prior to the completion of the pur- 
chase, and while both insurance pol- 
icies were in force, a fire totally de- 
stroyed the house. It was agreed 
that the “actual cash value” for pur- 
poses of both policies was $12,000. 

Not long after this fire, the pur- 
chasers tendered to the seller the 
balance of the purchase price and 
received from him a deed to the 
property and an assignment of his 
claim against his insurer, The pur- 


into an 


cash 


chasers then instituted suit against 
both insurers claiming the full policy 
limits—$6,000 from the seller's in 
surer and $12,000 from their own 
insurer, 

The seller could have clearly as 
serted a valid claim against his in 
surer: 


“There seems to be no doubt under 
. that 
when a fire damages a property afte: 
an agreement of sale has been en 
tered into and before delivery of the 
deed, the fire insurance company of 


the law of Pennsylvania 


the seller is liable to the seller of 
the property for the loss up to the 
limit of the policy, even though he 
may have been paid by the pur- 
chaser up to the full value of the 
property “ 


By virtue of the seller’s assign 
ment of his claim to the purchasers, 
the court permitted them to recover 
the full policy limits of $6,000 from 
the seller’s insurer. 

The purchasers’ against 
their own insurer was more doubt 
ful due to the presence of the fol 
lowing “other insurance” clause : 


claim 


“Other insurance—Other insurance 
is hereby prohibited unless the total 
insurance including this policy is 
listed in the following spaces . 

“It is provided . that this pol 
icy shall be void while the insured 
shall have any other contract of in- 
surance, whether valid or not, upon 
such property, not permitted in 
writing thereon.” 


The purchasers’ insurer conceded 
that its insurance was valid when 
taken out and at the time of the fire 
but contended that it became void 
under the above when the 
purchasers accepted the assignment 
of the seller’s claim against his in 
surer. 

(Continued on the next page) 
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YOU HAVE UNLIMITED SELECTION 
WITH PROVIDENT A &H.. 








When you have access to Provident’s wide range of Accident and Health 
coverages, you can offer your prospects a plan to fit any A&H need. No 
matter what market furnishes most of your business, you can select spe- 
cific Provident plans to fit it—resulting, of course, in better earnings for 
yourself. You can select from a variety of coverages in each of such 
lines as Non-Cancellable . . . Commercial . . . Monthly Premium .. . 
Intermediate plans .. . Special Risks . . . Franchise . . . and Group plans. 
Your letter will bring full details. 


vii) Brokerage Business Invited 
PROVIDENT LIFE & ACCIDENT INSURANCE COMPANY 
TT Chattanooga -Since 1887 
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Can your client continue his BUSINESS 
after an INTERRUPTION? 


You've solid him fire insurance, the life insurance for his business. Have 


you reminded him about business interruption insurance, the accident 
policy for his firm which insures the income so necessary to provide 
funds for taxes, salaries, mortgages, and other constant expenses? Only 
a small percentage of business concerns carry this coverage—here's a 
fertile field for increasing your income. 


ao 
NEW HAMPSHIRE GRANITE STATE 
FIRE INSURANCE COMPANY FIRE INSURANCE COMPANY 
orporated 1869 
MANCHESTER 
NEW HAMPSHIRE 
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Judge Says—Continuved 


The rule on which the purchasers’ 
insurer relied is well established: 
When an insured under a_ policy 
containing an “other insurance” 
clause ratifies a second policy, orig- 
inally issued without his knowledge 
or assent, his ratification validates 
the second policy and thereby in- 
validates the original policy under 
its “other insurance” clause, even 
though the ratification takes place 
after a loss has occurred. 


The District Court for the East- 
ern District of Pennsylvania re 
fused to extend that rule to this 
case: 


“The facts of the present case do 
not bring it under the rule whereby 
fire insurance becomes void by rea- 
son of a ratification of unauthorized 
insurance. In all the cases in which 
this rule is applied the insurance 
contracts, both authorized and un- 
authorized, were on the same inter- 
est in the insured property. In the 
present case the two insurance con- 
tracts were not on the same interest. 
After the fire Shank (the seller) 
had a claim against the Northern 
Assurance Co. It was his to collect 
or to dispose of as he pleased. Hav- 
ing been paid for his property in 
full he chose to assign it to the 
Vogels (the purchasers). The fact 
that he chose to assign his claim to 
the Vogels rather than to collect it 
himself or to assign it to some other 
person is no reason why the Mount 
Joy company should be able to use 
it as a defense to a claim on the 
Mount Joy policy. If, unknown to 
the Vogels, some other person had 
also insured the Vogel interest in 
the property before the Vogels 
placed the Mount Joy insurance on 
the property and the Vogels had 
ratified this other insurance after the 
fire, then the ‘other insurance’ clause 
would apply to exempt the Mount 
Joy company and it would not be 
liable. But under the facts of the 
present case the Mount Joy com- 
pany is liable.” 


A further clause in the policy is- 
sued by the purchasers’ insurer, lim- 
ited that company’s liability to no 
more than three-fourths of the ac- 
tual cash value of the house. As a 
result of the court’s decision, there- 
fore, the purchasers recovered $9,- 
000 from their own insurer as well 
as $6,000 from the seller’s insurer. 
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AGENTS REPRESENT 


COMPLETE UNDERWRITING FACILITIES DISTRICT AGENCY SUPERVISOR BOILER INSPECTION ENGINEER 


American Motorists Insurance Company is a participating company 
writing all forms of insurance, except life insurance and annuities, through 
carefully selected agents from coast to coast. These agents are served by 
trained fieldmen — district agency supervisors. Their policyholders are served by corps of 
boiler engineers, safety engineers, 92 claim service offices and hundreds 
of claim representatives countrywide. 


SAFETY ENGINEER CLAIM ADJUSTER 
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““Unforeseen events... need not change and shape the course of man’s affairs’’ 


Courtesy of The American Museum of Natural History 


He blows up on purpose 


That’s his protection against danger. But boilers aren’t blowfish. There’s always 
danger a boiler may blow up. Safety devices can fail. Humans err. Without warning 
BOOM! An explosion wrecks, maims, kills. 
It could happen to you. A single explosion can ruin you and your business. . . unless 
you’re protected by proper insurance. Boilers should certainly be protected 
with all possible safety devices, and inspected regularly. But, always guarantee 
your financial safety with the full coverage of a Maryland Boiler Policy. 


MARYLAND CASUALTY COMPANY 


Baltimore 3, Maryland 


A Maryland Boiler Policy is only one of many forms of Maryland protection for business, industry and the home. Casualty 
Insurance, Fidelity and Surety Bonds, and Fire and Marine Insurance are available through 10,000 agents and brokers. 








Another striking advertisement designed to help Maryland agents and brokers 
sell more Maryland Boiler Policies. 





Top Advice: Be a Discontent 


IT WAS A FATHER and son talk. 
The father, as fine a salesman, as 
wealthy a salesman, as ever closed a 
sale, was talking to his son, just out 
of college, and anxious to follow in 
his father’s footsteps. 

On the eve of his taking a job 
with a firm different from the 


father’s, because the father is a wise 
man as well as a successful one, 
he was giving the son advice. 

He omitted the usual things— 
work hard, see plenty of prospects, 
study salesmanship. He assumed, 
he told me later, his son would be 
intelligent enough to take such pre- 
paratory steps for granted, 

“But I did want him to learn that 
in my opinion the most important 
thing in becoming a top salesman is 
not usually found in books, And 
that is the advice I gave the kid when 
he started out.” 
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, of course, must know what the 
advice is. 

“I merely told him to become 
and remain a discontent all his life,” 
the father said. He qualified it by 
adding: “I mean, of course, when 
it comes to his job, which is selling. 
| would not want to have a son of 
mine become a discontent with every- 
thing in life, but when it comes to 


ee 


his skill as a salesman, his earnings, 
his volume, why, I want him never 
to be satisfied.” 

The father, | happen to know, 
has always followed the same rule 
he is a discontent. 

No matter how good a month 
he had last month, he wants a 
better one this. No matter how 
much he earned last year, he will 
be unhappy if he doesn’t top it. 
No matter how many customers he 
has, he always wants more. 

Too often salesmen, like other 
human beings whom they resemble, 


fall into the easy habit of being satis 
fied when they begin to arrive. They 
earn $8,000 year—fine, enough 
for any man. They earn $15,000 

what more is there to strive for? 

But top salesmen, like my friend, 
are men who are never satisfied. 
They are reaching for stars. Some 
times, it seems, they touch them- 
but even then there is a star a little 
farther away that demands a greater 
reach. 

I know that people who are dis 
contents are not always pleasant 
to have around, but certainly in 
winning success as a salesman, a 
man’s eventual success is not going 
to be much farther of his 
ambition. 

There used to live in Denver, 
Colorado, a famous editor by the 
name of F. G. Bonfils. If you read 
Gene Fowler’s book Timberline you 
met him and his grotesque but 
equally successful partner H. H. 
Tammen, 

Bonfils, a successful man himself, 
had a saying for which he is stil) 
remembered. It goes like this: 
“There is no hope for the satisfied 
man.” 

Nor for the satisfied salesman ! 


ahead 


Flexibility for Salesmen 


ALTHOUGH SALESMANSHIP is a 
profession in which a man can pros 
per as long as he can talk or walk, 
there are, a sales executive friend 
of mine believes, many salesmen who 
could make more money and get 
more of a kick out of their work 
if they would learn the meaning of 
one word, 

“The word is flexibility,” says 

“And flexibility means the differ 
(Continued or ‘the next page) 
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SELLING PARADE—Continued 

ence between youth and age and, in 
selling, between ordinary and un 
usual success.”’ 

He cited the example of a sales 
man who had been working on one 
job, one territory for 35 years. Came 
the time when it seemed advisable 
to bring him in and give him a little 
easier job in the office. To this the 
old salesman objected strenuously. 


“Why, I have had thirty-five years 
experience!” he declared with 
vehemence. 

The sales manager, a kindly man, 
pointed out that “Harry, you haven't 
had thirty-five years experience: 
you have had one year’s experience 
thirty-five times.” 

Too often, the executive I am 
quoting believes this is true. A 
young salesman learns certain little 


tricks of making sales. He never 





the sad story of the 
amily 

















Look out, Pa! There’s safety under foot, but danger 
overhead. No telling what will cause an accident 


these days. 


Even the most careful 


families need 


L & L Personal Accident insurance. 


THE 


LONDON & 
LANCASHIRE 
GROUP 
~ COMPANY OF NEW YORK 


(Fire Department) - 


London & Lancashire 


GROUP 


THE LONDON & LANCASHIRE INSURANCE COMPANY, LTD. © ORIENT INSURANCE COM. 
PANY @ LAW UNION & ROCK INSURANCE COMPANY, LID. © SAFEGUARD INSURANCE 


STANDARD MARINE INSURANCE COMPANY, LTD. 


LONDON & LANCASHIRE INDEMNITY COMPANY OF AMERICA 


improves. He never changes. He 
rides his first year’s experience all 
his life. But a salesman who will 
remain flexible, who will continue 
to learn, think, experiment, change, 
will always keep young, hence suc- 
cessful. 


Flexibility is the thing, he be- 
lieves. 


Recipe for Riches in 1954 


YOU WANT TO SELL MORE in 1954 
than you did in 1953. You would 
like to have a recipe that would en- 
able you to do that, would you not ? 


I have it for you. It is time- 
tested, proven. It will always work. 
To sell more in ’54: “Keep Punch- 
ing!” 


Nine-Word Salesmanship 
Course 


SINCE ARTHUR FREDERICK SHEL- 
DON wrote his first course in sales 
manship, entitled “Science of Sales- 
manship,”’ over half a century ago, 
no one knows how many other 
courses have been written, each pro 
claiming itself to be the last word, 
the final word, the complete word 
in teaching a man how to become 
a top salesman. 


All have helped, no doubt, some 
more than others, but no salesman 
could live long enough, even if he 
had the inclination, to study all 
these courses. 


He doesn’t need to. 


A friend, living in Chicago, told 
me the other day he had just writ- 
ten another course in salesmanship. 
“Mine is the shortest course on rec- 
ord, also the most complete,” said he. 
“It contains just nine words. Would 
you like to ‘take’ my course?” 

“Certainly.” 

“All right. Here it is: ‘Find out 


what Customer wants, give it to 
him.’” 

You know, I don’t think he was 
entirely kidding when he said his 
is the best, and most complete course 
yet written. 
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BUSINESS 


BUILDERS 


M. H., Blackburn, C.P.C.U. Protection” (The Travelers Insurance Companies) 


ANY MISTAKES THIS YEAR? Those 
of us who have committed at least 
one error in business judgment, or 
who have offended a friend, or who 
have blundered in the social graces, 
can find some comfort in the fact 
that most people we know are warm- 
hearted enough to believe in the 
“second” chance. 

This is not to rationalize the oc- 
casional mental lapses that lead to 
inistakes; it is to suggest that the 
greatest mistake is to allow the year 
to close without writing the one let- 
ter, or making the one telephone or 
personal call, which constitutes the 
first step toward new understanding. 
Let 1954 begin with none of this 
unfinished business in the daybook. 
lor each mended friendship, two 
persons feel better. In the glow of 
reconciliation, the shadows of mis 
understanding vanish. 


CRO 


lLET YOUR BANKER KNOW about ac- 
counts receivable insurance. A mer- 
chant who owns accounts receivable 
coverage is a better credit risk than 
one who doesn’t, because a lot of 
money can be lost through the de- 
struction of accounts receivable rec- 
ords by fire, burglary, theft or other 
misfortune. Suggest to your banker 
that he begin recommending ac- 
counts receivable insurance. The 
cost is low, the coverage easily ap- 
plied. 
CRO 


A Goop THING may be made even 
better now that you have received 
your calendars, diaries, desk pads, 
and so forth, for 1954. Why not be- 
gin a program of presenting each 
reminder personally, with sugges 
tions of new or added coverage to 
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the recipients? (Examples: convert 
term permanent _ life 
forms ; fire coverage to 
match current property values ; place 
additional extended coverage on ex 
isting fire contracts; add property 
damage to general public lability 
policies; attach riders to accident 
policies. ) 


policies to 
increase 








“WHAT Is INSPIRATION 7” asks John 
Ringe, CLU, ace Philadelphia pro- 
ducer and a Dale Carnegie director. 
It’s a good question. 

Invariably, when we think of in 
spiration, we think of “enthusiasm.” 
If by being enthusiastic we mean 
running around in circles, we are not 
necessarily inspiring people; we are, 
if anything, just tiring them. If we 
direct our energy to the planting of 
ideas, and this can be done quietly, 
we appeal to the mind as well as the 
heart. When both are 
we have inspiration 
asm. 


stimulated, 
and enthusi 
Mr. Ringe’s record best an 
swers his own question 


“THE MOST IMPORTANT THING to 
have in selling is a prospect,” as 
serted Arnold Roth of Cape Catt 
ardeau, Missouri. “That conviction 
comes trom forty years of selling, 
twenty of them 


ance, 


“Like 


agency s 


devoted to insur 


other 
loaded 


any established 

with life 
They are the commercial 
accounts already with us in casualty 
and fire lines. 


ours is 
prospects. 


“If you know someone in a posi 
next 
thing you need is something to sell 
him. 


tion to buy something, the 


If you can guarantee a mer- 
chant that, on his death, his wife 
will get the entire retail value of 
his life’s work, you've got a desir- 
able prospect and a desired product. 

“As it is in fishing, so it is in 
selling insurance. You can’t catch 
‘em all. But keep throwing in your 
best bait, and, with each fouled cast- 
ing, do some self-analysis to find 
the reason for failure. I like to be- 
lieve that my failure to catch a cer 
tain fish is not necessarily the fault 
of the fish. 

“My business is insurance, my 
avocation is farming, and my joy 
is civic activities. In this combina- 
tion I’ve found a good livelihood, 
a wide acquaintanceship and com 
munity prestige. Fire Manager Tom 
Kingsley (St. Louis) convinced me 
that people buy insurance from a 
particular firm because they have 
confidence that, when 
needed, that firm will 
promptly and efficiently. Accord- 
ingly, three years ago, | invited 
voung Bill Kiehne into my organi- 
zation in order to assure business 
continuation. This is a partnership 
arrangement backed, of course, bv 
life insurance.” 


service is 
give it 
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Influence of Supervision—from p. 31 


service and better insurance for the 
public than any number of laws could 
bring into existence. But an insur- 
ance department can rightfully have 
no share in this competition as a 
partisan of any competitor. It must 
give all the same quality of service, 
and the same merited consideration 
on matters involving discretionary 
powers. In the end the judgment of 
the market will prevail as to what 
plan or type or principle is of greater 
benefit to the insuring publi: 
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One in an insurance department 
has responsibilities beyond those pos- 
sessed by the usual person employed 
in business. He has these responsi- 
bilities because he represents the 
power of the state. His decisions 
therefore are not business decisions ; 
they are governmental decisions. 
They must be square with the facts 
to the fullest possible extent. They 
must be right decisions reached as 
quickly as possible. This means that 
sometimes first decisions will be 
wrong. When that happens,—when 
there are facts that dictate a reversal 
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Character, a wise man once noted, is what you 
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i are—reputation is what others say you are. We value 
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% our reputation—but never overestimate it. We prize 
our character—and constantly try to improve it. This, 
we believe, is our greatest guarantee of continuing 


service to our agents, to the industry 


and to our assureds. 


THE LONDON ASSURANCE 


1720 


t 
wy 


SS John Street, Dew Work 3s, N.Y. 








Oy ee 
syp RE AND CASUALTY 
WCE COMPANY 


HOME OFFICE: 2209 S. MAIN ST., P.O. BOX 1869, FORT WORTH, TEXAS 








or modification of a first view—one 
must not hesitate to act upon them. 
The individual whose ego is so great 
or who fears loss of “face” so much 
that he cannot bring himself to ad- 
mit an error of judgment is a mis- 
fit anywhere, and is particularly un- 
fitted to perform the functions of 
government. We all have our pride, 
and sometimes it is difficult to have 
to “eat our words” and change a 
decision. But no one can be proud 
of a mistake, and a right decision 
finally reached and quickly pro- 
claimed will wipe out any past error. 
I have yet to find anyone who doesn’t 
make mistakes. 


Open-mindedness 


Lastly of the virtues required of 
those in public supervision of in- 
surance, one of most importance, 
is that of open-mindedness. The 
market place is usually not an or- 
derly place. The spur of competi- 
tion, the changing conditions and 
new opportunities to extend or im- 
prove its service which insurance 
must face in the market place each 
day, have kept and will, as long as 
insurance is a free business—con- 
tinue to keep things unsettled in 
the world of insurance. They will 
keep throwing onto the desk of those 
who supervise insurance new and 
strange ideas and forms and filings 
that do not fit into the old pigeon- 
holes; that are all “out of kilter” 
when compared with the orderly 
things as they have been, and to 
which supervisors have become ac- 
customed; things that disturb be- 
cause they require one to think and 
learn and understand something 
new. Instinctively one may tend to 
dislike them; instinctively he may 
like the well-worn ruts of his think- 
ing. New things, new ideas, are apt 
to be upsetting. They might even 
disturb the great and powerful busi- 
ness of insurance that above all,— 
must have “stability.” But, unhap- 
pily, what we often think of as 
being stability in the insurance busi- 
ness is really only a dead fish float- 
ing in backwater. It’s the gone 
past; it’s the sterile present. The 
only things in the world that are 
really stable are the dead and the 
things that never lived. 


On the part of those who super- 
vise insurance the open mind is the 
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open door to insurance progress. 
Let them approach the new things 
that come before them with con- 
sideration and respect. Let them 
keep the door open to experiment 
and change, whatever may be their 
private opinions as to their merit. 
Let them particularly not surrender 
the key to the door to any interest 
in the insurance business. 


Internal Integrity 


Teamwork and mutual respect are 
essentials of an effective, smooth- 
working insurance department. 
There must be in a successful in- 
surance department what can be 
best called “internal integrity.” In 
essence it is teamwork, competence 
and mutual respect on the part of 
the staff raised to a high common 
denominator. Business and govern- 
ment have something in common: 
There can be success, and there can 
be failure in either. And success in 
government is perhaps the more 
brilliant achievement. 

To do a good job in insurance 
supervision one must have excep- 
tional qualifications. It is not just 
the law. It is people that is impor- 
tant. Government is, after all, an 
agglomeration. A lot of people doing 
a lot of things every day is all that 
government really is. Government 
is not an abstraction. It is a per- 
sonal thing. It is what a man per- 
sonally did yesterday about a par- 
ticular matter affecting a particular 
individual or company or thing. The 
ideals of government are nice. But 
they don’t govern. People govern. 
What Washington or Jefferson or 
Lincoln may have said about the 
glories of our government and our 
democracy on some momentcus oc- 
casion is all meaningless if those in 
an insurance department, in the daily 
performance of their duties, deal out 
delay, indifference and injustice. 


FINANCIAL RESPONSIBILITY 


HE PROBLEM OF THE financially 
"Th cee motorist and of 
the uncompensated accident victim 
was discussed from three points of 
view at the American Mutual Al 
liance meeting in Chicago. Paul 
S. Wise, American Mutual Alliance 
attorney, contended that solution of 
the problem should come through 
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the establishment through private 
enterprise of the financial responsi- 
bility of those who subject others to 
the hazards of their negligent driv- 
ing. He was critical of the unsatis- 
fied judgment fund type of approach 
adopted in New Jersey, and held 
that many features in the law indi- 
cate that it cannot operate success 
fully in its present form. Joseph P. 
Craugh, Utica, N. Y., vice-president 
of the Utica Mutual Insurance Co., 
presented an analysis of the effort 
to solve the problem in the state of 
New York and pointed out that the 


problem has changed from one of 
inducing financial responsibility 
upon the part of the majority of 
motorists to one of getting into a 
financial responsibility plan the very 
small percentage of motorists not 
now insured. J. M. Sweitzer, Wau- 
sau, Wisconsin, vice-president of the 
Employers Mutual Liability Insur- 
ance Co., asserted that public think- 
ing on the problem has come to be 
almost completely dominated by a 
desire to be compensated, and that 
insurance thinking must take this 
attitude into account. 
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American General Insurance Company 
Fire, Casualty, Marine, Fidelity and Surety 
American General Life Insurance Company 
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ACCIDENT vs. OCCURRENCE 


MAJOR point of contro- 

versy in the liability field is 

whether policies should con- 
tinue to be written on a “caused by 
accident” basis or whether they 
should be written on an “occur- 
rence” basis. Although the problem 
is applicable to other lines of lia- 
bility insurance, such as automobile 
and owners’, landlords’ and tenants’ 
coverage, the recent discussion has 
been confined primarily to the field 
of products liability insurance, and 
this paper is written from the stand- 
point of this form of coverage. 


Accident Basis 


An accident may be defined briefly 
as a “sudden and _ unforeseeable 
event.” The requirement of sudden- 
ness is designed to exclude damages 
which occur over a period of time. 
The ordinary conception of an ac- 
cident has some element of explo- 
siveness about it, that is, there should 
be a “boom” element present. The 
requirement of unforeseeability is 
designed to exclude intentionally 
caused damage. This latter point is 
often misunderstood. Third party 
contracts do cover damages result 
ing from the negligence of the in- 
sured; they do not cover intention- 
ally caused damage. The element of 
foreseeability is the key; if the in 
sured could foresee the damage and 
yet nevertheless brought it about, 
then there is no coverage under the 
policy. 
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The element of foreseeability is 
also important to prevent the pyra- 
miding of limits of liability from one 
vear to the next, and to prevent con- 
troversy over which insurance com- 
pany, if any, is responsible for dam- 
age which extends over several pol- 
icy periods. Products liability con- 
tracts cover the “first bite” in that 
damages caused by the insured with- 
out his knowledge are generally cov- 
ered under the policy. When, how- 
ever, the insured first becomes aware 
that he is causing damage he is put 
on warning that any further damage 
will not be considered an accident. 
This awareness on his part, in other 
words, removes the element of un- 
foreseeability which is essential to the 
definition of an accident. An illus- 
tration may be useful at this point. 
Suppose that through some faulty 
operation of his plant a manufac- 
turer is producing a defective drug. 
‘rom the moment that the manu- 
facturer becomes aware that he is 
producing a defective product, any 
coverage under the policy for pro- 
ducts thereafter produced is inap- 
plicable. 

With regard to property damage 
coverage, another reason for the use 
of the phrase “caused by accident” is 
to eliminate certain phases of the so- 
called “business risk” from property 
damage coverage, a subject which 
will be discussed below. 

The question sometimes arises as 
to whether a policy written on an 


accident basis covers intentional 
damage. With respect to bodily in- 
jury, the policy clearly provides that 
assault and battery shall be deemed 
to be an accident unless committed 
by or at the direction of the insured. 
The policy is silent with respect to 
intentionally caused property dam- 
age.! It is sometimes argued that 
even though a policy may be silent 
with regard to intentionally caused 
bodily injury and property damage, 
it is contrary to public policy to pro 
tect one against the results of his 
own willful wrongdoing. This argu 
ment carries little weight, inasmuch 
as most policies must be approved 
by the insurance departments of the 
various states before they are put 
in use. If a policy coverage would 
be contrary to public policy, the 
insurance departments would not 
allow its sale to the public in the 
first place. However, it should be 
remembered that in all cases the bur- 
den of proof will be on the insurance 
company to show that the insured 
deliberately intended to cause the 


1 Although the policy is technically silent with 
regard to intentionally caused injuries, under 
writers and claims men have generally felt that 
the phrase “caused by accident’ was sufficient to 
exclude claims of this nature. The comprehen 
sive personal liability policy specifically excludes 
“injury, sickness, disease, death or destruction 
caused intentionally by or at the direction of the 
insured.” 

? This statement is subject to several qualifi 
cations. In the first place, not all policies are 
approved by the state insurance departments be 
fore their issuance. Moreover, the approval of 
a policy form by the insurance department would 
not prevent the insurance department from later 
finding that the policy coverage was contrary to 
public policy. 


(Continued on the next page) 





Legal Spotlight—Continued 


damage. Such a necessary intent 1s 
often difficult to prove. 

An “an event” or 
“anything that happens.” The word 
occurrence 


occurrence 1s 
is broader than “‘acci- 
dent” because the former has no con- 
notation of suddenness or unforesee- 
ability. In other words, all accidents 
but not all occur 
rences are accidents. At first blush it 
would appear that a policy written on 


are occurrences, 


an occurrence basis would cover all 
forms of gradual damage, as well 
as damages which are 


inflicted. 


deliberately 
It will be well to examine 
these assumptions in more detail. 


Over a Period of Time 


It appears quite logical that poli- 
cies written on an occurrence basis 
will be held to provide coverage for 
damages which take place over a 
period of time, in other words for 
gradual bodily injury and property 
damage. In the bodily injury field, 
this is illustrated by the development 
of an allergy condition from the use 
of cosmetics over a period of time. 
In the property damage field, a com- 
mon example is the pollution of a 
stream by an industrial plant over a 
period of time. To the extent that 
policies written on an accident basis 
do not provide coverage for gradual 
damage, therefore, a policy written 
on an occurrence basis provides a 
broader form of coverage. 


In determining the effects of writ- 
ing liabifity policies. upon an oceutr 
rence basis, it is important, to_dis- 
tinguish clearly between liability on 
the part of the insured, and coverage 
atforded by the policy. For example, 
it has been suggested that products 
liability insurance should not be 
written on aircraft manufacturers 
because of the possibility of suit for 
consequential damages. For ex- 
ample, suppose that a manufacturer 
of airplane wheels installs his prod- 
uct on one hundred planes, which are 
sold to an airline. A plane later 
crashes as a result of the defective 
wheel. As a result of the crash, di- 
rect damages of $200,000 and loss of 
use of $20,000 are suffered. In order 
to remove the defective wheels, it is 
necessary to ground the remaining 
ninety-nine planes, with a resulting 
loss of revenue of $1,000,000. 

What is the liability of the insur- 
ance company which has written a 
products liability policy on the air- 
craft manufacturer? With respect 
to property damage, the policy cov- 
ers “damages because of injury to or 
destruction of property, including 
the loss of use thereof.” This means 
that the policy would cover only the 
damages arising from the crash of 
the one plane, and the loss of use of 
that plane.* Although the manufac- 
turer may be liable for the entire 


* To put the matter another way, there has 
been an accident only with respect to the first 
ship, and not the other ninety-nine in question. 
Since the policy covers only damage ‘‘caused by 
accident” there could be no coverage for the 
other ninety-nine ships. 
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loss of $1,220,000, the insurance 
company would pay only $220,000. 
Under the bodily injury section, the 
carrier would also be responsible for 
this type of damage up to the limits 
of the policy. 


Few Test Cases 


There have been relatively few 
court cases construing the meaning 
of the word “occurrence.” In gen- 
eral, it appears that an attempt has 
been made to avoid test cases which 
might result in an unfavorable con- 
struction of the word. An analysis 
of the reported cases up to 1950 led 
two attorneys to the following con- 
clusion : 


Since a liability policy does not cover 
damages willfully inflicted or will- 
fully intended, it is reasonable to 
assume that a liability policy on a 
“caused by accident” basis is no 
less inclusive as to coverage than 
one on an “occurrence” basis.‘ 
With all due respect, this conclusion 
does not appear tenable. 


In the first place, several of the 
cases to date do show a distinct dif- 
ference in the interpretation of the 
words accident and occurrence. In 
the second place, it seems logical in 
the light of the general rules of 
judicial construction that there will 
be a difference in the interpretation 
given the two words in a high per- 
centage of future cases. 


kn several cases it has been held 
that damage from repeated exposure 
to the same hazard is not an acci- 
dent and therefore not covered by 
a liability policy written on a “caused 
by accident” basis. For example, in 
Jackson v. Employers Liability As- 
surance Corp.® the court held that 
the death of the child of a tenant be- 
cause of lack of proper heating in 
a tenement was not an accident. In 
another case, the court found that 
no accident had taken place when 
damage resulted over a four month 
period from a contractor’s loading 
cement onto trucks near a family’s 
home.® In these cases, it can hardly 
be doubted that the insurance com- 
panies would have been liable had 


*McManus and McWilliams, Annals of the 
Society of CPCU’s, 1950, p. 63. 

5248 N. Y. Supp. 207. 

*U'. 8. Fidelity and Guaranty Co. v. 


239 P. 2d 754 (Okla.) 


Briscoe, 
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the policy in question been written 
on an “occurrence basis.” 

The conclusion reached above is 
also likely to be misleading because 
the reported court cases do not give 
a clear picture of the difference in 
interpretation between the two 
words. Only those cases which were 
very close would be litigated at all; 
the remaining’ cases would be dis- 
posed of by a simple explanation on 
the part of the insurance company 
that the damage in question was not 
caused by an accident. The reported 
cases, therefore, would not convey a 
clear picture of the distinction, in 
actual practice, between policies 
written on an accident or occurrence 
basis. 


Policy Definition 


Because the liability of the insur- 
ance company under a policy written 
on an occurrence basis is uncertain, 
the National Bureau of Casualty Un- 
derwriters has recommended an ad- 
visory endorsement to place bodily 
injury coverage on an “occurrence” 
basis for liability policies. The en- 
dorsement reads as follows: 

“It is agreed that such insurance as 
is afforded by the policy under Cov- 
erage A applies subject to the fol- 
lowing provisions : 

1. The words “and caused by acci- 
dent” are deleted and elsewhere the 
word “accident” is amended to read 
“occurrence.” 

2. “Occurrence” means an event, or 
continuous or repeated exposure 
to conditions, which unexpectedly 
causes injury during the policy 
period. All such exposure to sub 
stantially the same general condi 
tions existing at or emanating from 
ach =premises location shall be 
deemed one occurrence.” 

The key word in the above defi 
nition is “unexpectedly.” The in- 
sertion of this word makes it clear 
that the companies are not insuring 
against intentionally caused damage. 
In fact, the above definition extends 
the coverage of the policy in only 
one way—it provides coverage for 
gradual damage. Even here, any 
gradual damage of which the insured 
was aware would not be covered, be- 
cause it would not be unexpected. 
From the moment that the insured 
hecomes aware that he is causing 
damage, no coverage is afforded for 
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products produced thereafter. In 
view of the restrictive nature of this 
definition, a policy containing it can 
hardly be said to be written on a true 
basis.” An “occur- 
rence” is anything which takes place 
or occurs ; there is no connotation of 
lack of intent in this definition. This 
is not meant to be a criticism of com- 
pany practices, but merely to point 
out that policies written with this 
definition are not written on a true 
“occurrence basis.” 
The above quoted definition of o« 

currence is employed by several 
stock companies writing bodily in- 


“occurrence 


i xiee@]-1-10)-9-04 40) 
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jury on an occurrence basis, since 
it was issued as an advisory endorse 
ment by the National Bureau. The 
definition used by one large mutual 
company for bodily injury is as fol 
lows: 


“Occurrence” shall mean sudden ot 
continuous or repeated exposure to 
any condition resulting in such in 
jury, sickness or disease during the 
policy period, except a condition cre 
ated, induced or allowed to exist by 
the insured after it is evident that 
such injury, sickness or disease may 
result therefrom.” 
(Continued on page 122) 
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The following questions and answers are from an examination given 
the students of the General Insurance Course conducted by the 
School of Insurance of the Insurance Society of New York. Additional 
questions have appeared in the November issue. 


QUESTION II. 


A. Company A cancels a one year 
lire policy '4 of the way through the 
policy term. If the annual premium 
is $48 what amount will he returned 
to the insured ? 

. $8.00 
. $12.00 
. $16.00 
. $36.00 
If the insured cancelled would it 

* pro rata or short rate ? 

’. Justify the difference in proce- 
dure in cancellation brought out in 
parts a and b above. 


Answer: A. $36.00 

3. Short rate 

C. The insurance company may can- 
cel—it can control the risk and does 
return the unearned premium pro- 
rata. When the insured cancels he 
suffers a penalty of short-rate, to 
offset initial underwriting expenses. 
Company also uses short-rate to 
avoid seasonal selection. 


QUESTION 12. 


State whether you feel each of the 
following concepts of co-insurance 
is correct or incorrect. 

a. The 80% co-insurance clause 
means that the company will only 
pay 80% of any loss. 

b. The 80% co-insurance clause 
prohibits the insured from taking 
insurance beyond 80% of the value. 

c. The co-insurance clause becomes 
inoperative if the loss is equal to or 
exceeds the stipulated percentage of 
value. 

d. All the required insurance must 
be carried in 


one company when 


there is a co-insurance requirement 
Answer: a) False b) 
c) True d) False 


false 
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QUESTION 13. 


An insured asks you to explain the 
function the 80% co-insurance clause 
would play in his own case if he 
suffered a loss to his mercantile es- 
tablishment. 

a. If the building were valued at 
$40,000, insured for $16,000 and 
the fire loss was $4,000. 

b. If the building suffered a $32,000 
loss. 


c. If the building was a total loss. 


Answer: 
16 
< $4,000 = $2,000 Amount 

32 collectible 

b. Coinsurance = $16,000 Amount 
Clause inoperative collectible 

c. Coinsurance = $16,000 Amount 
Clause inoperative collectible 


QUESTION 14. 


Why do insurance companies re- 
quire that the insured have an in- 
surable interest in the property in- 
sured ? 


Answer: To prevent speculation 
and moral hazard. To limit claims. 


QUESTION 15. 


Smith is considering a mercantile 
open stock burglary policy covering 
on his stock of women’s shoes val- 
ued at $30,000. There is an 80% 
co-insurance clause subject to a 


$20,000 co-insurance limit. What 
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is the minimum amount Smith must 
carry in order not to be a co-insurer ? 
a. $16,000 
b. 18,000 
c. 24,000 
d. 20,000 
e. 25,000 
f. 30,000 


cinswer: $20,000. 


QUESTION 16. 


What are the 
blanket fidelity coverage over indi 
vidual or schedule bonds ? 


advantages of 


Answer: 1) Prevents 
coverage. 

2) Prevents oversight. 
3) Lower cost per unit. 


gaps im 


QUESTION 17. 


What effect does the subrogation 
clause have on 
t. Insurance costs cr rates? 
2. The principle of indemnity, or 
profiting under an insurance con 
tract? 


Answer: 1) It reduces them 
2) Prevents profiting and maintains 
principle of indemnity. 


QUESTION 18. 


Which of the following must be 
regulated by the state to avoid Fed 
eral intervention as the result of 
P.L. 15? 

a. Combinations to fix rates. 

b. Salaries of executives. 

c. Conditions under which an in 

surer may offer a given type of in 

surance to different 

different prices. 

d. Commissions to agents. 

e. Competition between insurance 
(Continued on the next page 


insureds at 
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Quiz of the Month—Continued 


carriers, free from boycott, coercion 
and intimidation. 

f. Rates which are adequate and not 
excessive, 


Answer: a, c, e, and f. 


QUESTION 19. 


An insured, who does not under- 
stand the workings of fire insurance 
rates, is puzzled by the difference 
between the rate paid for the fire 
insurance on his home and that on 
his glove factory of which he is 
owner and manager. 

a. How can you explain the differ- 
ence to him ? 

b. When he understands these rea- 
sons, he then states that his brother 
is a machine tool manufacturer and 
that the rate on his brother’s factory 
is lower than the rate on his own 
plant. He wants to know why this 
is so, since both plants are in the 
same community. 
answer him? 


How would you 


Answer: a. Fire rates are classed 
or scheduled. 
Scheduled ratings are used for man- 
ufacturing establishments; the rate 
depends on hazards, location, expo- 
sure, type of business, and base pre- 
mium is increased or decreased ac- 
cordingly. 
Struc- 
ture, lecation, occupancy wil!l de- 
termine rate. 
b. The which the glove 
manufacturer works on may be more 
flammable. 


Homes fall into class rating 
product 


He may have more hazards in the 
plant. 
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VIOLINIST INSURED 


_— of a quarter of a million 
dollars in insurance protection 
has been issued to internationally 
known concert violinist Isaac Stern 
through the Trans-Oceanic Broker- 
age Corporation of New York City. 
The unique contract is in two 
parts. The first policy—for $100,- 
000—specifically covers Mr. Stern’s 
famous fingers against injury. The 
second protects Mr. Stern in a more 
general way against losses up to 
$150,000 due to any sickness or acci- 
dent which prevents him from per- 
forming a scheduled recital. 


Mr. Stern was in New York when 
he signed the policy. On the next 
day he left for the Far East and in 
the twenty-four-hour period the en- 
tire policy was processed. Since 
coverage is world-wide, he will be 
protected throughout the remainder 
of his extended concert tour, which 
will in the months to come take him 
around the world to Australia, Is- 
rael, Europe, Central and South 
America and the United States. The 
policy is underwritten by the Con- 
tinental Casualty Company. 





ODOR REMOVAL 


NEW CHEMICAL deodorant 
Axns Odor Fix Concentrate 
has been perfected by scientists of 
Thompson Chemicals Corporation 
that offers good possibilities for the 
quick, economical elimination or re- 
duction of smoke and fire odor, and 
consequent reduction in damage and 
interruption to business. 

It may be sprayed in the air or 
directly onto the source of the odor. 
Odor Fix Concentrate will not cause 
stains. 

The new deodorant neither masks 
one odor with another nor does it 
dull the sense of smell with formalde- 
hyde. According to Dr. Tellof 
Senum, Thompson research direc- 
tor, it contains completely odorless 
deonium and functions like a blotter, 
literally absorbing unpleasant smells 
out of the air. 


Active Deodorizer 


It is so effective that it kills odors 
of chemicals, burning hair mat- 
tresses, rubber and food stuffs. 
Technically, Dr. Senum states, Odor 
Fix is a cationic surface active de- 
odorizer with certain germicidal or 
bacteriostatic properties. 

Free samples of Odor Fix Con- 
centrate, enough to make five quarts 
of solution, are offered to interested 
parties by the Thompson Chemicals 
Corporation. 


NEW COMMISSIONER 


HARLES F, GOLD, an attorney, 
has been appointed to succeed 

Waldo C. Cheek as Commissioner of 

Insurance of North Carolina. 
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COMPULSORY AUTO 
INSURANCE 


PEAKING IN NEW YORK at a 
Ny a of the General Insur- 
ance Brokers Association, Henry S. 
Moser, general counsel and vice 
president of Allstate Insurance Com- 
pany, explained that compulsory 
automobile insurance would inevita- 
bly lead to political rate making. He 
warned it would spell the end of 
free enterprise in the insurance in- 
dustry. 

A sound financial responsibility 
law, provision for the impoundment 
of uninsured vehicles involved in an 
accident and the newly proposed in- 
surance against damages caused by 
uninsured financially irresponsible 
motorists provide the necessary 
protection for the public against 
the judgment-proof driver, Ray 
Murphy, general counsel of the As- 
sociation of Casualty and Surety 
Companies, told a meeting of the 
School of Business Administration 
of the University of South Carolina 
recently, ‘These measures would 
afford the necessary protection to 
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the public and make compulsory 
automobile insurance not only the 


fallacious solution to the problem 
which it is, but unnecessary.” 


At its annual convention the Na- 
tional Association of Mutual Insur- 
ance Agents recorded its opposition 
to compulsory autoriobile insurance 
legislation and submitted the follow- 
ing fourteen-point alternative pro- 
gram of positive action designed to 
protect human life and property and 
still give freedom of choice of ac 
tion: (1) Pass effective safety re 
sponsibility laws in all states. (2) 
Strict enforcement and adequate 
police force. (3) Uniform traffic 
laws. (4) Careful study of acci- 
dents. (5) Examine, locate and cor- 
rect highway construction hazards. 
(6) Driver education in 
(7) Reciprocal laws. (8) 
measures for pedestrians. 


schools. 
Safety 
(9) De- 
nial of driver privileges to unquali- 
fied drivers. (10) Motor vehicle 
inspections. (11) Point system to 
revoke licenses. (12) Broaden medi- 
cal payment coverages. (13) Im 
poundment of cars. (14) Citizen 
committees to promote safety. 


BOHLINGER ON 
COMPULSORY INSURANCE 


EW YORK SUPERINTENDENT of 
Insurance Alfred J, 
reiterated his 
compulsory 


Johlinger 
the 
insurance 


has stand that 
automobile 
bill introduced at the 1953 session 
of the New York Legislature did not 
contain any “serious defects.” In a 
letter to Ray Murphy, general coun 
sel of the Association of Casualty & 
Surety Companies, he maintained 
that the proposed law would have 
solved the problem of the uninsured 
motorist “without placing additional 
burdens on insured motorists or in 

Mr. Murphy 
statement Mr 


Bohlinger had made in Rochester 


surance companies.” 
had challenged a 


to the effect that opponents of com 
had 


serious defects” 


pulsory insurance not dis 


“ 


covered any in the 
proposed law, reminding the Super 

that the had 
memorandum con 


the 


intendent \ssociation 
filed a 
tained 


bill. 


which 


“specific objections” to 
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The tri-state metropolitan area of Philadelphia, home 
of Fire Association-Reliance (high white building, lower 
right) is also home for some 1500 of their agents and 
brokers. To service this widespread, enterprising group, 
the Home Office provides 12 fieldmen, plus two rate 
and appraisal experts. 

Under the leadership of Secretary-Manager Walter 
F. Moses and Superintendent of Agencies Frank A. 
Savage Jr., this team has won an enviable reputation 
for efficient, personalized cooperation — service that 


ALBERT E. HALLIDAY 
Special Agent 


“We can count on him for 
prompt assistance in handling 
unexpected problems.” 

soys PHILIP H. RAPP 


Charles W. Russ and Co., Inc. 
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Like many another agent, Phil Rapp has found that his Fire Association- 
Reliance Fieldman brings plenty of know-how to his job — can supply 
ready answers when unusual problems crop up. President of a leading 
Camden agency, Mr. Rapp is a CPCU. 
He and Al Halliday are well-known 
figures in New Jersey insurance circles. 
The agency president once headed the 
South Jersey Association. 
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bire Asso clation 
Rehance 


WALTER F. MOSES 
Secretary -Manager 


has earned such tributes as these you see here for 
Fieldmen Al Halliday and Lew Uber. 

The same resourceful assistance is available from 
Fire Association-Reliance men the country over. Why 
not arrange to meet our representative in your area. 
Simply write, and we'll have him call. 

Head Offices: 401 Walnut St., Philadelphia, Penna. 
Branches in Atlanta, Dallas, New York, San Francisco, 
Toronto. Claims and settling agents throughout the 
world. 


). LEWIS UBER 
Special Agent 


“His ability to anticipate 
pending changes is our insurance 
against lost time and effort.” 


soys JOSEPH E. HUNTER 


Hunter & Lincoln Agency 
Abington, Penna. 


Joe Hunter knows the importance of fresh, reliable information, 
received in time to avoid waste motions. His success in applying 
it has helped him build this agency to a top position in the Abington 
erea. And he knows he can count on 
Fieldman Uber for the most productive 
assistance. On the “extra-curricular” 
side, both men are active in their area 
organizations. 


IUSURANCE COMPANIES OF PHILADELP MIA 








OME OFFICE AND 
FIELD APPOINTMENTS 


Aetna (Fire) Group: In the claim de- 
partment, Francis L. Guertin has been 
appointed an attorney at Hartford and 
is succeeded as Boston manager by 
Thomas E. Steele. William H. O’Connell, 
Jr., formerly claims supervisor, replaces 
Mr. Steele as assistant manager at Boston. 


Alexander & Co., W. A.: John T. Even, 
formerly assistant manager in charge of 
fire operations for Fireman's Fund, has 
been appointed executive assistant in the 
special risks division of this Chicago firm 
of general agents. 


America Fore Group: Western depart- 
ment promotions: from assistant secre- 
taries to secretaries—Herman P. Winter, 
Charley R. Williams, William E. Machett, 
Raymond F. Jackson and Arthur Gabriel- 
sen; and assistant secretaries (former po- 
sitions shown in parentheses)—-Edward W. 
McDowell (executive assistant), John K., 
Recktenwall (agency superintendent), 
Emory E. Ross (farm department super- 
intendent) and Enecil V. Sharp (hail de- 
partment superintendent). 

For the Fidelity & Casualty Company 
of New York, George W. Kassebert has 
been appointed manager at Houston, 
Texas, replacing C. L. Crum, transferred 
to Dallas upon request. Robert T. Israel, 
formerly of the home office agency de- 
partment, succeeds Mr. Kassebert as resi- 
dent manager at Charlotte, N. C. 


American-Equity Group: Kay K. Davis, 
formerly president of the Penn-Liberty 
has joined this organization as vice pres- 
ident and agency director, succeeding 
Frank G. Gillingham who has entered the 
general agency business at Florida. 


American Insurance Group: For the 
American Insurance Co., special agent 
Raymond D. Beard, formerly of the home 
office, has been named to head the newly 
established Pennsylvania office in Erie's 
G. Daniel Baldwin Building; Richard G. 
Shafer appointed special agent for San 
Joaquin Valley; and Robert L. Boudreau 
assigned to the California coast territory 
from Santa Monica to Santa Maria, in- 
cluding west Los Angeles and the San 
Fernando Valley. 


American Surety: Robert C. Temple and 
Thomas W. Paterson have been appointed 
special agents at Des Moines and Pitts- 
burgh, respectively. 


Associated Aviation Underwriters: 
Paul W. Herbert has been appointed 
Kansas City manager, succeeding J. Rob- 
ert Chapman who has resigned to enter 
the agency business. 


For December, 1953 


Boro Hall Insurance Agency: For this 
Brooklyn, N. Y. firm, John R. Tamm, 
formerly with the Marine Office of Amer 
ica, has been named to head the newly 
established New York City office at 17 
John St., assisted by Whitmore Parker, 
primarily assigned to supervision of the 
marine department. 


Cummings Jr. Co., Inc., T. A.: Charles 
W. Galitz, formerly with the Youngberg- 
Carlsen Co., has joined this Chicago met- 
ropolitan supervising insurance 
as casualty department manager. 


agency 


Excelsior: Karl M. Keefer has joined this 
company’s home office field staff; and 
Robert J. Briggs named special agent for 
central and western Pennsylvania, with 
headquarters at 69 Miller Ave., Homer 
City. 


Fireman's Fund Group: For the Pacific 
department: Charles R. Umland has been 
advanced from superintendent to assist- 
ant vice president in charge of automo- 
bile and casualty claims, succeeding re- 
tired Lester M. Caldwell; special agent 
John Ghelfi transferred to Sacramento 
and replaced at San Jose by field assist- 
ant Sherwood Klingel; and Jack Brandt 
assigned to the San Francisco casualty and 
automobile underwriting departments, 
and replaced as Salt Lake City special 
igent by James. L. Kirschbaum, formerly 
senior underwriter at Oakland 

Special agent Robert K. Porter has been 
appointed to supervise the Rochester, 
N. Y. territory, and is replaced as spe- 
cial agent for New Hampshire and Ver- 
mont by Joseph W. Cairns; and Edward 
J. Faherty named special agent at Pitts- 
burgh, Pa., assisting special agent Herbert 
T. Hecht. 


Glens Falls Group: Charles S. Spiese, 
formerly a special agent, has been ap 
pointed fire division superintendent at 
Chicago's metropolitan branch. He will 
also head the Chicago service office, han 
dling fire insurance brokerage on a nation 
wide level. 

Thomas A. Harris, formerly an under- 
writer, has been appointed Indiana spe- 
cial agent, with headquarters in the State 
Life Building, Indianapolis 


Harleysville Mutual: 
visors: C. William Hunsberger (general 
liability); William Hunsicker (workmen's 
compensation); George Trumbower (auto 
mobile underwriting); J. Richard Shelly 
(underwriting, southern division); Fllis 
Kriebel (auditing department); and Homer 
Schuler (accounting department) 


Appointed super- 


Hardware Mutual of Minnesota: ?. 0 
Wettleson, formerly Pacific department 
manager, has been appointed to head the 
newly established Pacific Northwest 
branch office, serving Washington, Oregor 
and Idaho, with headquarters in the 
Terminal Sales Building at Portland 


Hartford Accident: Kuriz A 
has been advanced from supervisor to 
manager of the Hartford, Conn. claim 
office, succeeding J. Ronald Regnier, as 
signed to trial work; and John DeMallie 
named fidelity & surety special agent at 
Indianapolis, Ind. 


Fichthorn 


Hawkeye-Security: For this company 
and the affiliated Industrial Insurance 
Co., Fred T. Butiner has been appointed 
manager of the eastern department's in 
land marine operation, with headquarters 
at 103 Park Ave., New York City. 


Home Insurance of New York: William 
C, Davis has been named special agent 
at Charlotte, N. C, 


Insurance Company of Texas: Hovi R. 
Warren has been named to head the 
newly created fidelity & surety depart 
ment. 


London Assurance Group: Frank J. 
O'Brien has been named special agent 
for suburban New York 

For the Manhattan Fire & Marine, the 
Calley & Clark Co., headed by Francis 
D. Calley and Van Dyck Clark, has been 
appointed fire and allied lines general 
agent for West Virginia. 


MacDonald & Co., D. K.: The name of 
this firm's Lloyds Department will be 
changed to Farwest General Agency, ef- 
fective January 1 


Manufacturers’ Appraisal Co.: Walter 
W. Pollock, Jr., formerly executive vice 
president, has been elected president, 
succeeding his late father 


Marsh & McLennan, Inc.: William Peet, 
as manager of the risk analysis and sur- 
vey department, and H. T. Chester, Jr., 
formerly with Chubb & Son, have joined 
the Minneapolis and New York 
respectively 


offices, 


Maryland Casualty: Norman C. Keyes, 
formerly contact department assistant vice 
president for the U. S. Fidelity & Guar 
anty, has joined this company as contract 
bond department manager, 
retired Alex D. Cockey 


succeeding 





Field Appointments—Continued 
Massachusetts Bonding & Insurance: 
Irving Bennett has joined this company’s 
casualty underwriting department as man- 
ager. 


Nationa! of Hartford: C. W. Swift has 
been named home office agency super- 
intendent and is succeeded as state agent 
at Pittsburgh by RR. W assisted 
by H. A. Jenks, appointed special agent. 
Other special agents appointed: for 
western Michigan—-Kenneth A. Dietrich 
(casualty) and Howard E. Buetow; and at 
Philadelphia—W. T. Messler 


Snyder, 


Newhouse & Hawley, Inc.: 4. N. But 
ler, Jr., vice president in charge of the 
New York office, has been elected a di- 
rector of this Chicago firm of insurance 
underwriters and reinsurance brokers, suc- 
ceeding the late R. J. Newhouse. 

At the home office, assistant secretary 
Fred G. Bliss has been appointed produc- 
tion manager, in addition to which he 
will continue to supervise the under- 
writing activities of the marine depart- 
ment 


Northwestern Mutual: Merle Jamison 
has been appointed special agent for Ar- 
kansas and Oklahoma, with headquarters 
at Tulsa. He succeeds Jay Porter, trans- 
ferred to southern California department. 


Ohio Farmers Cos.: /. 2. Hamilton, as- 
sistant secretary, has been named man- 
aging underwriter to head the newly 
consolidated farm, fire and inland marine 
underwriting departments, assisted by un- 
derwriting assistant managers: C. L. Donze 
(fire); James A. Ward (farm) and Robert 
P. Hyde (inland marine) 


Paige & Co., John C.: William A. Moffat 
has been elected a vice president of this 
New York firm of insurance brokers. He 
will continue to head the casualty de 
partment 


Ballou, 
Chicago, 
ofhce group 
Laurence F., 
Missouri, 
Louis’ Boat- 


Phoenix-London Group: !V. / 
formerly assistant manager at 
been appointed home 
manager; and 
named state agent for 
headquarters in St 
Bank Building 


has 
production 
Shriver 
with 

men's 


Friel 
ap- 


Resolute Insurance: Richard W. 
and William F. Healy have been 
pointed assistant secretaries. M1 Friel, 
formerly supervisor for the middle- 
west division, has been transterred to the 
underwriting department; Mr. Healy con- 
tinues in the loss department as assistant 
to vice president Allen C, Ward 

W. J. Gourley has been appointed spe- 
cial agent for northern Ohio 


St. Paul Cos.: 7 


advanced trom 


loss 


H. Balensiefer has been 
chief engineer to assist- 


ant secretary; and Carroll E. James named 
special agent for Pennsylvania, with head- 
quarters at Pittsburgh. 


Standard Accident: For 
and the affiliated Planet Insurance Co., 
John E. Corscadden has been named 
claim manager at Syracuse, N. Y. 

Advertising & publicity staff appoint- 
ments: Robert Ransdell, to handle news 
releases and publications; Thomas 
Thompson, to head advertising produc- 
tion; and Zenon Tarnawsky, named art 
supervisor, 


this company 


U. S. Fidelity & Guaranty: Appointed 
managers of newly established  othices: 
at Nashville, Tenn. (211 Union St.)— 
William T. Parish, Jr., with Charles H. 
Graff as assistant manager; and at Scran- 
ton, Pa. (Glen Alden Building)—John 
D. Kemple, formerly special agent. Mr. 
Parish is succeeded as Columbia, S. C. 
manager by Robert A. Bolin, until now 
assistant manager. 


Zurich-American Cos.: William J. 
Wendt, formerly supervising underwriter, 
has been appointed chief underwriter of 
the eastern department, succeeding Earl 
Cefrey, resigned. 


ASS’N NOTES 


American Institute for Property and 
Liability Undrs.: Officers elected to head 
the Dixie Chapter of C.P.C.U.: president 
—John §. Greenfield (Hass & Dodd 
Agency); vice president—Edward M. 
Sanders (Georgia Casualty & Surety Co.); 
and secretary-treasurer—-W. Horace Mc- 
Ever (Spratlin, Harrington & Co.). 


American international Underwriters: 
W. W. Glass, vice president of this cor- 
poration, has been named to head the 
newly formed British affiliate, the Amer- 
ican International Underwriters (London) 
Limited, with G. W. Addison, W. D. Cre- 
geen and R. M. Hutchins as assistant 
managers. The new company, with offices 
at No. 46, Moorgate, E.C.2, will represent 
the Hanover Fire Insurance Co. for all 
classes of business. 


Ass'n of Casualty & Proverty Undrs.: 
Elected officers: president—William  F. 
Doran (Home Indemnity Co.); vice pres- 
ident—Max W. Beam (Fairfield & Ellis); 
secretary—John J. Kelly, Jr. (American 
Automobile Insurance Co.); and treas- 
urer—Francis P. Lavin (Globe Indemnity 
Co.) 


Bureau of Accident & Health Undrs.: 
Kermit E. Schaffer and Robert Waldron 
have been appointed to the executive 
staff, assigned to public relations. 


Health & Accident Undrs. Conference: 
Oliver D. Dickerson, Jr., of Philadelphia, 


an instructor in insurance at the Univer- 
sity of Pennsylvania’s Wharton School, has 
been elected to receive the Gordon Award 
for 1953-54. The award includes a grant 
of $1,500 to assist in the preparation and 
publication of a thesis on accident & health 
insurance. 

Companies elected to membership: Cen- 
tral National Life; Gulf Life; Indian- 
apolis Life; and Midland Mutual Life. 


Institute of Insurance Marketing: Henry 
R. Elbert, until now a Denton, Texas 
agent for the Aetna Life, has joined this 
Institute (at Southern Methodist Uni- 
versity) as an instructor. 


Insurance Institute of America: Elected 

officers: president—Rexford Crewe; execu- 

tive vice president—Harry J. Loman; 

vice president—John A. Diemand; sec- 

retary—Arthur C. Goerlich; and treasurer 
F. Harman Chegwidden. 


Louisiana Fieldmen's Association: Elected 
officers of this association, redesignated 
the Capital Stock Fire Insurance Associa 
tion of Louisiana: president—Sam_ G. 
Peters (London & Lancashire); vice pres- 
ident—Charles W. Blackstock (Northern 
Group); and secretary-treasurer—Frank J. 
Graf (Henry A. Stekler, managing gen- 
eral agents) 


Nat'l Ass'n of independent Insurers: 
Charles M. Fish, vice president, Freeport 
Motor Casualty Company, has been 
elected president. 


Nat'l Ass'n of Mutual Insurance Agents: 
Appointed chairmen of respective stand- 
ing committees: executive—Harry  E. 
Uhler (Baltimore); anti coercion—John 
H. Kroll (Washington, D. C.); agency 
management—C. Goodman Jones (Blue- 
field, W. Va.); C.P.C.U.—Howard W. Legg 
(Baltimore); finance & budget—Charles 
M. Boteler (Washington, D. C.); fire, 
safety and prevention—Roy R. Allsopp 
(Fayetteville, Pa.); casualty—Henry Bean 
(Haddonfield, N. J.); national affairs 

Hugh H. Murray, Jr. (Raleigh, N. C.); 
association planning—Benjamin G. Sager 
(Cleveland, Ohio); resolutions—Marlin 
Moore (Tuscaloosa, Ala.); errors and omis 
sions—Ray Shenefield (Toledo, Ohio); by- 
laws—-Floyd H. Craft (Greensboro, N. C.); 
and association extension—E. F. High 
(Columbus, Ohio). 


Surety Association of America: Elected 
officers: president—Donald F. Harned 
(Travelers Indemnity); vice president— 
Fred J. Kehrli (Hartford Accident & 
Indemnity); and secretary-treasurer-——Mat- 
thew H. Hart (Travelers Indemnity). 


Surety Association of Michigan: Car- 
rington W. Howell, Detroit fidelity & 
surety special agent for the Hartford Ac- 
cident & Indemnity, has been named 
secretary. 
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INSURANCE 
GENERAL AGENTS 


COLORADO 


NEW YORK 


WEST VIRGINIA 





ALFRED PAULL & SON, INC. 
Supervising General Agents 


For Over 50 Years 
HAWLEY BUILDING WHEELING, W. VA. 








RITTER GENERAL AGENCY 
Gas & Electric Bidg. 


DENVER, COLORADO 
COLORADO WYOMING NEW MEXICO 





Hoey, Evuison & Frost, INc. 
INSURANCE UNDERWRITERS 
118 William Street, New York 38, N. Y. 


Writtnc Att Criasses or INSURANCE 
Loca, AND Country Wipe 


CANADA 








FLORIDA 





FOUNDED 1864 
ROBERT HAMPSON & SON, LIMITED 


Canadian Representatives 
FIRE, MARINE & CASUALTY COMPANIES 


Brokerage & Service Depts. 


451 St. John St., Montreal 
1811 Royal Bank Bidg., Toronto 











HUNTER LYON, INC. 
GENERAL AGENT 
901 South Miami Avenue 
MIAMI 36 
Serving Florida Agents 


NELSON & STROSS 
INSURANCE UNDERWRITERS 
Representing Stock and Mutual Companies 
FIRE AND CASUALTY 
6 EAST 45TH ST. NEW YORK 17, N. Y. 
Mu. 7-654! 








Robert Howard J.M. Williams J. A. Carmody 
D. Oliver W. Mines 


ROBERT HOWARD & CO., LIMITED 


Established 190! 
INSURANCE BROKERS 


CANADA CEMENT BLDG 
MONTREAL, QUEBEC 








NORTH CAROLINA 





U. S. UNDERWRITERS, INC. 
Managing General Agents 
931 S.W. IST ST. 
MIAMI 36, FLORIDA 


MULTIPLE LINE FACILITIES FOR 
SOUTHEASTERN UNITED STATES 


JAMES 0. COBB AND COMPANY 
111 CORCORAN STREET 
DURHAM, N. CAR. 
Virginia —— North and South Carolina 


REDMOND & SHAUGHNESSY 
LIMITED 


SERVICING OUTSIDE 
BROKERS FOR OVER 
25 YEARS 


315 St. Sacrament Street, Montreal 





LOUISIANA 


TEXAS 





WM. A. MARBURY & CO. 
Managing General Agents 


RUSTON, LOUISIANA 


J. E. FOSTER & SON 
GENERAL AGENTS 
1400 LANCASTER AVENUE 
FORT WORTH 2, TEXAS 





REED, SHAW & McNAUGHT 


Established 1872 
Complete Insurance Facilities 


759 Victoria Square, Montreal |, Que. 
64 Wellington St., W. Toronto, Ont. 











ROY MARTIN & CO., INC. 
Managing General Agents 
508 Industries 
New Orleans, La. 
Tel. CAnal 4566-67 
LOUISIANA MISSISSIPPI 





T. A. MANNING & SONS 
Insurance Managers 
Established 1904 
DALLAS 1, TEXAS 








Stewart, Smith (Canada) Limited 


Sun Life Buliding, Montreal 
Agents and Brokers 


or 
Insurance and Reinsurance 
Associate Offices at 
116 John Street. New York 
Board of Trade Building, Chicago 
~ 


a 
Stewart, Smith & Co., Limited, London, England 











R. KIRK MOYER AGENCY, INC. 


Managing General Agents 


NATIONAL BANK OF COMMERCE 
BUILDING 
NEW ORLEANS 12, LOUISIANA 


FRANK RIMMER & COMPANY 
Uoesock = DALLAS sAn‘ANTONIO 
Marine, Fire & Allied Lines 


General Agents For 
TEXAS, OKLAHOMA, ARKANSAS 








MONTANA 


UTAH 


WILLIS, FABER & CO. 
of Canada, Limited 
INSURANCE BROKERS 
525 Insurance Exchange Building 


Parent Office 
WILLIS, FABER & DUMAS, LTD. 
London, England 


Montreal 











H. S. DOTSON COMPANY 
MONTANA GENERAL AGENTS 


Granite Building 
Helena, Montana 








THE KOLOB CORPORATION 
General Agents 
Utah, Idaho, Montaha, Nevada 
COMPLETE INSURANCE SERVICE 


330 Judge Building 
Salt Lake City, Utah 








A. E. WILSON & COMPANY, LIMITED 
Lumsden Bidg. Toronto 


Insurance Service 
Throughout Canada 
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SELLING TIPS 


from the HOME OFFICE 


35,000 PROSPECTS 


Din YoU KNOow that there are more 
than 35,000 retail jewelry stores in 
the United States: If you live in 
Winsted, Connecticut, Brazil, Indi 
ana, Grants Pass, Oregon, or in any 
one of 14,000 other communities, 
there is at least one jeweler who is 
an insurance prospect, and we sug 
gest that if you have not already 
done so, you tell him about the “all 
risks” jewelers’ block policy. 

The jewelers’ block policy is an 
easily understood time tested policy. 
The proposal form is quite compre 
hensive, but only to an extent sufh 
cient to portray the conditions under 
which each business operates, so that 
the rates may accurately reflect the 
individual risk exposures, The cov- 
erage is the usual “all risks,” and 
the moral, financial and physical haz- 
ards of each risk are of extreme im 
portance, 


The Aetna-izer 


OFTEN OVERLOOKED 


WALKING DOWN MAIN STREET re- 
cently, I glanced at the Second Na- 
tional Bank Building and thought, 
“While I have been soliciting extra 
expense insurance all North 
Carolina, right here is one business 
that needs it badly.” 

It happens that the president of 
this particular bank and I are 
friends of long standing and we 
had a lot to say to each other since 
our last meeting. Finally I ven- 
tured, “Have you ever thought, 
John, what would happen if this 
building caught fire and you had 
to move in a hurry?” 

Apparently he had thought of it, 
because he said, 


over 


“Good gracious, 
don’t bring that up! I dream about 
it at night.” I asked if he had ever 
heard of extra expense insurance as 
an antidote. He said he hadn't, so I 


114 


brietly sketched the coverage, em 
phasizing the fact that if his institu 
tion were forced to move because 
of fire or the like, extra expense in 
surance would pay the difference be 
tween normal operating costs and 
the total cost of operations while the 
biuldings were being restored. 
“You have sold me,” he 
“and we will take it.” 


said, 


Godtrey 
Bulletin 


Cheshire in the t S. F. and G 





TELEPHONE CANVASSING 


HE telephone, although a purely 
mechanical and inanimated object, 
is nevertheless, extremely sensitive to 
the methods and attitudes of its ex- 
ploiters. A few helpful suggestions to 
bear in mind are: 
1) Sit erect with both feet flat on 
the floor. Good posture helps you 
speak clearly. Your prospect senses 
whether your attitude is alert or jn- 
different. 
2) Pack as much energy, enthusiasm, 
and conviction into your voice as you 
can muster. 
3) Be pleasant and courteous. Your 
good humor sets the tone for the con- 
verration. 
4) Speak distinctly. The prospect 
won't hang on long if he has to ask 
you to repeat everything. 
5) Call the prospect by 
often. 
6) Get to the point. Don't waste 
your time and the prospect's time. 
Don't let him talk too long, either. 
You have other calls to make. 
7) Have something special to offer 
to attract the prospect's interest. 
8) Ask for an appointment at a defi- 
nite time. If you can't make one, 
leave the door open for a future call. 
Cravens, Dargan & Co. Review 


FARM MACHINERY FLOATER 


ALWAYS ON THE LOOKOU1 


name-—— 











for new 
leads, one agent regularly contacts 
a local farm machinery dealer to get 
the names of those farmers who have 
just bought new equipment. Because 
these farmers are very conscious of 
the monetary value of the new piece 
of equipment, they are good pros- 
pects for a farm machinery floater. 

—The Marylander 


A LA CARTE 


“ALL RISKS a la Carte” describes 
the new personal articles floater as 
appropriately as anything we can 
think of. Here’s an inland marine 
that serves many purposes 
and solves several problems. It is 
a basic policy under which any or 
all of eight varieties of personal 
property can be insured. Up to now, 
these classes of property have re- 
quired separate policy forms, sub- 
ject to a minimum premium for 
each one. The new policy is subject 
to only one minimum premium for 
the entire list. 


form 


The American Arrow 


SHOW WINDOWS 


THOSE AGENTS located in ground 
floor offices with a show window 
facing on a public thoroughfare are 
fortunate in that they have a valu- 
able advertising space which can be 
effectively used as a means of reach- 
ing additional prospects. No agent 
should fail to take advantage of the 
opportunity afforded by a good show 
window for public education and 
sales. 


Standard Accident 
ard Service.” 


DON'T FORGET THE LADIES 


A SPLENDID GROUP of prospects 
for accident & health as well as auto- 
mobile and burglary insurance is 
found in the great number of pro- 
fessional and business women in 
every community. Just a few of 
these include teachers, nurses, de- 
partment store buyers, proprietors 
of such businesses as dress shops, 
beauty parlors, gift shops, tea rooms 
and many similar establishments. 
Protection of their income and busi- 
ness interests are just as vital to 
them as to the men, so don’t forget 


the ladies. 
—National 


“Standard Service’ 


Casualty’s——“‘Agent’s Record” 
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FIREMEN’S INSURANCE COMPANY OF NEWARK, NEW JERSEY 


ORGANIZED 1655 


w 


GIRARD INSURANCE COMPANY OF PHILADELPHIA, PA. 


ORGANIZED 1653 


% 


NATIONAL-BEN FRANKLIN INSURANCE COMPANY OF PITTSBURGH, PA. 


ORGANIZED 1666 


* 


MILWAUKEE INSURANCE COMPANY OF MILWAUKEE, WIS. 


ORGANIZED 1852 


w 


ROYAL GENERAL INSURANCE COMPANY OF CANADA 


ORGANIZED 1906 


THE METROPOLITAN CASUALTY INSURANCE COMPANY OF NEW YORK 


ORGANIZED 1874 


w 





COMMERCIAL INSURANCE COMPANY OF NEWARK, N. J. 


ORGANIZED 1909 


% 














OYALTY GROU 


Home Office: TEN PARK PLACE, NEWARK 1, NEW JERSEY 


Western Department: | 20 South La Salle Street, Chicago 3, II] 
Pacific Department: 220 Bush Street, San Francisco 6, Calif 
Southwestern Department. 912 Commerce St, Dallas 2, Tex 


Canadian Departments. 800 Bay Street, Toronto 2, Ontano 
535 Homer Street, Vancouver 3, B C 


a) 


Foreign Departments: 102 Maiden Lane, New York 5, New York 
206 Sansome St , San Francisco 4, Calif 

















QUESTION I. 


As of 12/31/51 the “S” Manu- 
facturing Corporation had a balance 
of $400,000 in its Earned Surplus 
Account after transferring the profit 
for the year to that account. The 
following transactions were subse 
quently consummated : 

(1) Declaration of a cash dividend 
of $45,000. 

(2) Purchase of new punch press 
at a cost of $20,000. 

(3) Addition of $50,000 to the Re- 
serve for Contingencies. 

(4) Purchase by the company of 
$10,000 par value of the company’s 
common stock for a cash price of 
$10,785. 

(5) Issue of check for $6,800 to 
the trustees of the sinking fund for 
the retirement of preferred stock. 

(a) To the extent any of the fore- 
going items would affect the earned 
Surplus Account of the “S” Corpo- 
ration, explain the effect. If any of 
the items have no effect, explain 
why. 

(b) Prepare the journal entry 
necessary to record each item. 


Answer 


(a) Items (1) and (3) would 
affect the Earned Surplus Account 
and items (2) and (5) would not 
affect the Earned Surplus Account. 
Item (4) may affect the Earned Sur- 
plus Account. The reasons in each 
case are: 

(1) A cash dividend must be paid 
from earnings, otherwise it is a dis- 
tribution of capital. Earned Surplus 
retlects accumulated earnings and 
therefore should be reduced by the 
amount of the cash dividend. 

(2) The purchase of a new punch 
press is an exchange of one asset for 
another, or the acquisition of an as- 
set by the assumption of a liability. 
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PART V—ACCOUNTING AND FINANCE 





DEAN'S NOTE 


This composite set of answers to 
the June 1952 Chartered Property 
Casualty Underwriter examinations 
given by the American Institute for 
Property and Liability Underwriters, 
Inc., has been prepared from the 
papers of the examinees. Editing was 
necessary to assemble each composite 
answer and present it in condensed 
form. However, the content in some 
cases is more complete than was re- 
quired for a high grade and answers 
have been given to all the questions 
even though the candidate had a 
choice. 

It should also be mentioned that 
although these answers have been 
taken from meritorious papers, they 
are not necessarily perfect. Many of 
the questions involved judgment on 
the part of the candidate and no hard 
and fast solution could be required. 
Credit was given for the reasonable- 
ness of the answer and the evidence 
of intelligent application of a candi- 
date's knowledge. 

Candidates are cautioned not to 
rely on this set of questions and 
answers as a method of direct prepa- 
ration for the C.P.C.U. examinations. 
They may be useful as a quide to the 
type of questions asked and the con- 
tent of answers desired by the Insti- 
tute, but they cannot be a substitute 
for thorough study and mastery of 
the subject matter of the Institute's 
curriculum. 











(3) The addition of $50,000 to the 
Reserve for Contingencies reduces 
the Earned Surplus Account  be- 
cause it is a voluntary restriction of 


free earned surplus by the board of 
directors. The Reserve for Contin- 
gencies remains, however, a part of 
the net worth of the corporation. 
(4) The acquisition by a corpora 
tion of its own stock at a price in 
excess of par value is not recorded 
uniformly. The more conservative 
treatment is to charge the excess of 
purchase price over par value to 
Earned Surplus. The object of this 
procedure is to preserve the capital 
accounts. Due to divergent views 
on this question, however, it is ac 
ceptable to charge ‘Capital Surplus” 
or Treasury Stock Surplus (instead 
of Earned Surplus) with the excess 
of the purchase price over the par 
value of the reacquired stock, 

(5) Issue of $6,800 check to trus- 
tees of a Sinking Fund is a transfer 
of funds from free cash to a special 
purpose asset account and does not 
affect the Earned Surplus account. 
It should be noted that a supple- 
mentary entry is sometimes made 
transferring an equal portion of free 
earned surplus to a Reserve for 
Sinking Fund account. The purpose 
of this entry is to designate the al 
location made of accumulated earn 
ings. 


(b) The journal entries to record 
the effect of each numbered item are 
as follows: 


JOURNAL ENTRIES 


(1) Earned Surplus 
Dividend Payable P 
(2) Machinery and Equipment 
Cash (or Accounts Payable) 
(3) Earned Surplus ee 
Reserve for Contingencies 
(4) Treasury Stock 
*Earned Surplus 
Cash ; 
(5) Sinking Fund for Preferred Stock 
Cash ° 
The optional supplementary entry would be 
Earned Surplus 
Reserve for Sinking Fund 


* Cajntal Surplus or 


$45,000 
$45,000 

$20,000 
$20,000 

$50,000 
$50,000 

$10,000 

785 
$10,785 

$ 6,800 
$ 6,800 


$ 6,300 
$ 6 BOO 


Treasury Stock Surplus may be charged in place of Earned Surplus 
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QUESTIONS 2. AND 3. 


The president of a merchandising 
corporation believes the costs of 
labor and merchandising have in- 
creased substantially in his corpora- 
tion, at a time when selling prices 
charged by the corporation have been 


Cash 12/31/ 
Purchases 


Reserve for contingencies 


Sales salaries 
Interest expense 
Freight in 


MN 3 5 cso k ain dbs Loc SAUER + 6 6 0 bb aden s ¢ een 
Accrued liabilities 12/31/ 
Accounts receivable (net) 12/31/ 


Office salaries 

General selling expense 
Earned surplus 12/31/ 
Depreciation expense 


1951 1950 
(000 omitted ) 

$ 13,600 $ 23,800 
190,550 136,100 
15,000 15,000 
24,950 16,750 
800 880 
1,400 
186,330 
1,900 
37,800 
8,950 
3.550 
35,650 
2,300 


“stabilized” under a government Fixed assets (net) 12/31/ aaa 
PO ee ee . T Debentures, 4%, due 3/31/1978, 12/31/ 22, 
ice-sté zram. bt AS 8 te ’ . 

price stabilization program. | rhe Common stock ($25 par) 3,000,000 shares outstanding ; 

regulations of the price-stabilization 12/31/ 75,000 

program permit the corporation to 6% Preferred ($100 par) 300,000 shares outstanding 
° ° ° ° ? 

raise selling prices in the event its 12/31/ ‘Sek 

ae é sated Merchandise inventory 1/1 

Net profit before taxes” for the Merchandise inventory 12/31/ 

year 1951 is less than 10% of “Net General Adm. PI SREP OTE ee or ee 7650 

worth” as measured at December 31, pomial income taxes j 

1951. The president has decided to 

review the corporation's financial 

operations to ascertain how the regu- 
lation affects it. 


Answer (a & b} 


MERCHANDISING CORPORATION 


F - } Statement of Profit and Loss 
(a & b) From the information 


presented in the adjacent columns Year 1951 Year 1950 


: 56,600 $186,330 
which was taken from the corpora- _— 


tion’s annual report, prepare a classi- 
fied Statement of profit and loss for 
the years 1951 and 1950. 


Cost of Goods Sold: 


Merchandise inventory 1/1 


Purchases 
Freight in 


Total 


$27,300 
190,550 
2,300 


220,150 


$24,600 
136,100 
1,400 


162,100 


(c) Indicate for the year 1951 the ei ‘ 27 300) 
ratio of “Net profit before taxes” “*** * ey wid = 


to “Net worth,” and compute the Total 189,400 134,800 
dollar amount by which the “Net : bi . eae 

. . ky ; Gross profit on sales 67,200 51,530 
profit before taxes” is greater than, Sallinn ft 
or less than, the earnings that would °° "'"S “*Penses: 

. °f ’ 2 

have been realized if ‘‘Net profits ~~ 
before taxes” were equal to 10% of natant 
“Net worth” as permitted under the 31,000 
price stabilization program. General & administrative expenses : 
SOE MOEN Cn wn cccanusennds 13,150 
General adm. expense 2,850 
Depreciation expense 2,400 
Interest expense 800 


Answer (c} 


The desired ratio is derived as 
follows: Net profit before taxes is 
obtained from the Statement of 
Profit and Loss; in this case the sum 
of $17,000,000. Net worth may be a profit before federal tax .... 17,000 

; 4 ; ? ederal income taxes .......... 7,650 
obtained directly by adding the net 
worth accounts (Reserve for Con- 
tingencies, Common Stock, Pre- 
ferred Stock, and Earned Surplus) 
or indirectly by subtracting total real 
liabilities (Accrued Liabilities and 
Debentures) from _ total assets 
(Cash, Accounts Receivable, Fixed 
Assets, and Merchandise Inven- $ 160,000,000 
tory). In this case, total real lia- The amount by which net profit before taxes is greater than the 10% of net worth 
bilities of $22,300,000 subtracted 4s permitted is computed as follows: $ 17,000,000 


° aS > 1951 Net profit before taxes 
from total assets of $182,300,000 Minus earnings permitted under stabilization program 
leaves $160,000,000 as net worth. 


(10% of 12/31/51 Net Worth), 10% of $160,000,000 
Therefore the ratio is as shown in 


adjoining columns. 


~~ 19,200 
Total expenses 34,530 


PUNE, <cdacaspsadecynewsves 8,160 9,350 


* Federal income taxes may be included under general and administrative expenses 


RATIO (ANSWER C) 
$ 17,000,000 


——————<— = 10.62% 


Excess of 1951 net profit taxes over 10% of net worth 
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QUESTION 4. 





“The two fiscal powers in the U.S. 9 ° 
the Treasury Department and _ the Here . the check chat mda € it 
Board of Governors of the Federal 
Reserve System, have been in a 


deepening power-policy conflict i 
since the war’s end. One has em- 
phasized that the powers over credit al 


and money be used primarily to stim- 
ulate a constantly growing economy, 
to achieve full employment, . 
and certainly to prevent any im- 
portant deflation. The other has 
urged the maintenance of a stable, 
strong United States dollar, a stable 
price-wage level, world confidence 
in that dollar . . . and certainly the 
prevention of an important infla- 
tion.” 


_ (a) Are the two aims and objec- 4 alata wealth ® Sn 22 ra 
tives necessarily in conflict? Ex- »  Baenng See 
plain. : 
(b & c) What powers over the 
credit and money markets are pos- 
sessed by (1) the Treasury De- 
partment, and (2) the Board of 
Governors of the Federal Reserve 
System ? 


When this check cleared 
the bank, it brought to a total of 500 
million dollars, the amount of benefits paid over the years by 
MUTUAL of OMAHA, largest exclusive health and accident com- 
pany in the world. This check was another regular payment to a 
policyowner who had been disabled for 18 years. (Mutual of Omaha 
has paid him more than 43 thousand dollars.) 


It’s BENEFITS that folks want when they buy insurance. 
Dee BENEFITS, plus prompt, local, personal service. Mutual of Omaha 
has an outstanding record for prompt payment of benefits through 


110 service offices in the United States, Canada, Alaska, Hawaii 
and the Canal Zone. 


(a) Although both the Treasury 
Department and the Board of Gov 
ernors of the Federal Reserve Sys- 
tem seek economic stability for the Since 1951, MUTUAL of OMAHA has paid benefits at the rate of 
United States at a level neither in- more than a million dollars a week, to policyowners and their 
flationary nor deflationary, there beneficiaries. 
does seem to have been some conflict 
in their aims and objectives. The 
Treasury Department charged with 
the function of management of the 
large national debt has favored full 
employment through a constantly 
growing economy in order to ease 
the burden of the debt service and The Lergest Exclusive Health and 
maintain a good market for gov- Accident Company in the World 
ernment securities. This policy has -. eS ohn 
called for low interest rates on gov- ei; 

WOTUAL BENEFIT BEALTO & ACCIDENT ASSOCIATION , WEBRASHA 
ernment bonds with the resulting 
necessity to “peg” in order to main- 
tain the marketability of the bonds. 
Because government debt is greater 
than private debt, this low interest 


policy controls the United States The NEW ZEALAND 


credit and money market and is 


inflationary in that money is cheap Service Beyond masurance Company Saamam 


and therefore plentiful. The Loard United States Head Office 


of Governors of the Federal Re- th C t t Since 1875 
serve System has favored raising of @ on rac 


maa Liakia: 














the interest rates on government 

bonds and the elimination of “peg- 

ging” in order to allow the market 

interest rate to seek its proper level. FIRE * MARINE © CASUALTY 
(Continued on the next page) 





William M. Houston, U.S. Mor 








* AUTOMOBILE 
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C.P.C.U. Answers—Continued 
They would like to be able to use 
their powers (particularly the open 
market purchases) to counteract in- 
flationary tendencies in the economy 
and maintain a stable, strong United 
States dollar 

(b & c) 
and money markets possessed by: 
(1) Treasury Department—Their 
most important powers lie in the 
role of debt management through 
control of features of 


Powers over the credit 


government 
securities, such as 

i. Interest rate. 

ii. Short or long term maturities. 
iii. Marketability or non-market- 
ability 

iv. Distribution 

aa. If available for purchase by 
banks, bonds have inflationary po- 
tential 

bb. If available only for purchase 
by individuals the 
from the circuit of flow and 
are deflationary 


bonds remove 


money 


v. Timing of issue of bonds 

The Treasury Department also has 
considerable through its 
role as advisor to the President and 


influence 


the Congress on matters pertaining 
to the budget 

(2) Board of Governors of the ed 
eral Reserve System 

i. ‘Traditional methods 
aa. Setting of member banks  re- 
serve requirements within limits es 
tablished by Congress 

bb. Open market policy 

redis- 
determination of 


cc. Raising or 
and 
types of paper that member banks 
rediscount. 


lowering of 
count rates 
may 
dd. Moral suasion of member banks. 
ii. Direct controls: 


aa. Installment credit controls (Reg- 
ulation W ) 
bb. Stock market margin controls. 


QUESTION 5. 


Corporation “X” needs additional 
financing and its management ob- 
serves that other corporations are 
turning to the long-term bond 
market in increasing numbers to fi- 
nance their capital requirements. 

(a & b) Explain the financial fac- 
tors which (1) have caused large 
corporate borrowers to turn toward 
the long-term market to satisfy their 
capital needs, and (2) have, at the 
same time, caused lenders, both 
large and small, to become interested 
in long-term corporate bonds. 

(c) Assume that Corporation 
“X" decides to issue long-term 
bonds to finance its capital require- 
ments. Would you as an owner of 
common stock in Corporation “X” 
prefer this method of financing or 
the issue of additional common 
stock? Indicate all the factors that 
influenced your decision. 


Answer 


(a & b)(1) Reasons causing cor- 
porate borrowers to turn to the long- 
term bond market to finance their 
capital needs : 

i. A sustained high level of business 
activity and expansion of defense 
production facilities have made it 
necessary for corporations to expand 
their plants. Additional fixed assets 
serve as collateral for long-term 
bonds. With the expectation of con- 
tinued high demand for their gocds, 
corporations believe long-term bonds 
can be redeemed from the proceeds 
of such additional volume, and at the 


_— Booth, Potter,Seal & Co. 


Public Ledger Building 


Philadelphia 6, Pa. 


‘Pius ee 


~ _oo roe 
ON INDEPENDENCE SQUARE 


REINSURANCE 


same time permit trading on their 
equity. 

ii. Market for bonds has been favor- 
able. 

aa. Large sums have been available 
from individuals and_ institutional 
investors. 

bb. Interest rates have been low 
with the probability that in the fu- 
ture long-term interest rates will 
rise. 

ce. Interest payments are tax de- 
ductible expenses, 

dd. Because of the inflationary 
trend of our economy there is a 
possibility that bonds may be re- 
tired with “cheaper” money. 

(Some of the above reasons are also 
applicable to short-term bonds ) 

(2) Reasons why lenders, large 
and small, are interested in long- 
term corporate bonds : 

i. Record high level of savings has 
caused demand for investment out- 
lets. 

ii. Both individual and institutional 
investors are interested in the se- 
curity of principal and the steady 
income offered by good corporate 
bonds. 

ili, Some institutional investors are 
limited by law in the amount of 
equity securities they may hold. 

iv. Corporate bonds offer a higher 
rate of interest than government se- 
curities. 

v. Institutional investors are inter- 
ested in achieving broader diversi- 
fication both as to borrower and ma- 
turity in their portfolios which were 
heavily weighted by Government ob- 
ligations and short term maturities 
as a result of World War II and 
post-war financing patterns. 

vi. Investors, generally, hold the be- 
lief that the price level will not con- 
tinue to rise indefinitely and the fixed 
dollar promises in bonds offer some 
protection against deflation. 


(c) Preference for financing by 
bonds vs. additional common stock, 
from the viewpoint of a common 
stockholder, would depend upon the 
business outlook for the particular 
corporation involved. 


1. If outlook is favorable to contin- 
ued high demand for product and 
long-term stability of earnings at a 
rate greater than the present interest 
rate on bonds, bonds would be 
favored because : 

i. They permit trading on equity. 
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ii. Interest payments are deductible 
for tax purposes. 

ili, Present stockholders could main- 
tain equity position without further 
investment (no dilution of owner- 
ship or voting control). 

iv. Funds for bond investment are 
readily available. 

2. If outlook indicates fluctuating 
demand and unstable earnings, addi- 
tional common stock 
favored because : 

i. Leverage would operate against 
the present stockholders if earnings 
on additional capital raised by sale 
of bonds fall below interest rate. 

ii. Bondholders would obtain a prior 
claim both for their interest pay- 
ments and for return of their capital 
in case of forced liquidation of the 
company. 

ili. Present stockholders might ob- 
ject to bonds because of a general 
unwillingness to go into debt, un- 
desirability of sinking fund provi- 
sions, convertibility, profit sharing 
and other concessions demanded by 
investors of second-rate bonds. 

iv. Present stockholders might have 
funds available and desire to in- 
crease their present holdings of com- 
mon stock. 


would — be 


AUTO RATE REVISIONS 


HE NATIONAL AUTOMOBILE 
Underwriters Association has 
continued its policy of filing revised 
rates and rules on automobile physi- 
cal damage coverages in the various 
states. Revisions effective October 
26 represent an estimated annual 
saving to policyholders of $129,000 
in lowa and $57,000 in’ North 
Dakota and an average increase in 
rates of 444% in Oregon. The ma- 
jor reductions in lowa and North 
Dakota are on the commercial 
classifications while in Oregon the 
commercial classification rates have 
been decreased while some private 
passenger automobile 
been increased. 

New filings effective November 2 
represent annual savings to policy- 
holders estimated at $1,317,000 in 
Alabama, $2,663,000 in Georgia, 
and $483,000 in Michigan. The 
changes apply to both private pas- 
senger and commercial vehicles in 
Alabama and Georgia and to private 
passenger automobiles 
Michigan. 


rates have 


only in 
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throughout the country. 


New Yorx Boston 
PHILADELPHIA 


Camapiaw anv Fortion Bonps - 
Underwriter . 





Primary Markets 
for Insurance Stocks 


The First Boston Corporation has been a major factor in 
maintaining primary markets in insurance company stocks 
for more than 22 years. Our 7 offices inter-connected by 
private wires assure you of quick, accurate, up-to-the- 
minute bid and ask quotations from source markets 


Participation in the financing of a number of insurance 
companies complements our long trading experience and 
increases our ability to evaluate the investment merits of 
leading companies. From time to time, we issue special 
information bulletins on individual companies. 

Investors in insurance company stocks are invited to 
communicate with our nearest office. 


FIRST BOSTON 
CORPORATION 


San FRANCISCO 


Uniteo States Government Securities 
Impustaiat, Pusiic Uritity ano Raitroap Bonps anv Srocks 
Baw anv Insurance Company Sroces 


Distributor . 


CHICAGO 
CLEVELAND 


PITTSBURGH 


Srate anp Muwicipat Bonps 


Dealer 








Effective November 9 new rates 
and rules were filed in Maryland 
with the rates higher for both pri- 


vate passenger and commercial 


vehicles. The over-all increase ap 


proximates 3% which represents an 
estimated annual increase of 
miums of $540,000. 

The Association’s filing in Minne- 
sota became effective November 16. 
Private passenger automobile rates 
were increased somewhat but the 
overall effect of the revisions was 
an estimated annual saving to pol 
icyholders of $605,000. 

In Florida and Missouri the new 
filings became effective November 
23. They result in an estimated an- 
nual savings to policyholders of $2, 
652,000 in Florida and an average 
increase in premiums of 2% in Mis- 
souri, 


pre- 


The Association filed its new pri- 
vate passenger automobile collision 
classification plan in Alabama, Flor- 


ida, Georgia, lowa, Maine, Mary 
land, Michigan, Minnescta, Mis 
souri, North Dakota, and Oregon 

The new “light commercial” 
classification for commercial vehicles 
with a load capacity of 1,500 pounds 
or less developed by the Association 
has been adapted in lowa, Minne 
sota, Missouri, North Dakota, and 
(oregon. 


MICHIGAN RULING 


HE MICHIGAN SUPREME COURT 
has upheld a lower court deci 
sion that the Continental Auto Club, 
Inc., of Detroit has been transacting 
insurance without a The 
club is one of several in the Detroit 
area which offered their members 
bail bond and attorney counsel ser 
ices. The others accepted a ruling of 
the Michigan Insurance Department 
that they were illegally selling insur 
ance but the Continental took the 
case to the courts. 


license. 
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This definition brings out the fact 
that gradual bodily injury is covered, 
but only so long as the insured is 
unaware of the damage. This com- 
pany will also write property dam- 
age on an occurrence basis, and the 
definition of occurrence is essentially 
the same as that quoted above. 

The National Bureau has not pro- 
mulgated any advisory endorsement 
for putting property damage cover 
age on an occurrence basis, nor has 
it published any rates for this va 
riety of 


coverage 


Means and Results 


The distinction between accident 
and occurrence is related to the dis 
tinction between “accidental means” 
and “‘accidental results.”” From the 
standpoint of the insurer, damage 
accidental 
means only if the damage which re- 


is sustained through 
sulted was accidental so far as the 
The phrase 
is much broader 


actor was concerned 
“accidental results” 
in that it covers any type of damage 
which is accidental to the recipient 
of the damage, regardless of whether 
the damage was deliberately caused 
Some courts have neglected this es 





























sential difference, and held that dam- 
age is “caused by accident” so long 
as it is unexpected by the recipient 
of the injury or damage.’ 

Whereas many companies will 
write bodily injury coverage on an 
“occurrence” quite readily, 
most of them avoid writing prop- 
erty damage coverage on an “‘occur- 
rence basis” like the plague. Why 
the difference? In the first place, 
many underwriters feel that the pos- 
sibility of catastrophic 
greater in the property damage than 
in the bodily injury coverage. In 
the second place, it is sometimes felt 
that the moral hazard is greater in 
the property damage field than in 
the bodily injury field. In mention- 
ing catastrophic losses, of course, it 
should be borne in mind that the 
products liability policy contains an 
aggregate limit of liability, both for 
bodily injury and property damage 
coverage. The companies also have 
some protection from the “batch 
clause” which provides that all 
claims arising out of one prepared 
or acquired batch or lot of goods 
or products shall be considered as 
constituting one accident. 


basis 


losses 1s 


7 Several recent Michigan cases reflect this line 
of thought 
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INTER-OCEAN 
REINSURANCE 


COMPANY 
CEDAR RAPIDS, IOWA 


The average property damage loss 
in the products field is probably no 
greater than the average bodily in- 
jury loss, but the potential losses 
for property damage coverage ap- 
pear to be much greater than those 
which could be anticipated for bodily 
injury coverage. 


Moral Hazard 


It has been argued by some that 
the moral hazard in property dam- 
age coverage is greater than for 
bodily injury coverage. It has been 
pointed out that manufacturers and 
sellers are apt to be more careful 
when their product is intended for 
human consumption ; this is true be- 
cause of legal requirements, the nat- 
ural sympathy of the law for injured 
persons, and perhaps a humanitarian 
attitude. When goods involving pos- 
sible damage to property rather than 
to persons are concerned, it may be 
argued that producers and sellers 
are apt to be less cautious. 

One reason for the refusal of most 
companies to write property damage 
on an occurrence basis is the fear 
of having to pay claims for damage 
to intangible property. The policy 
wording itself makes no distinction 
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between tangible and_ intangible 
property. However, underwriters 
have always felt that the word “tan- 
gible” was implicit in the policy 
wording. Unfortunately, there does 
not appear to be a single court case 
upholding this view, whereas there 
are several cases holding carriers 
liable for damage to intangible prop- 
erty under the property damage sec- 
tion of the policy.’ One mutual car- 
rier solves this problem by wording 
its endorsement as follows: 


it is agreed as respects physi- 
cal injury to or destruction of tan- 
gible property, real or personal, and 
the resulting loss of use of such 
property an “occurrence” shall be 
deemed to be an “accident” subject 
to the following provisions. = 
The wording of the endorsement 
makes it plain that only tangible, and 
not intangible property damage cov- 
erage is contemplated. Mr. Gilbert 
Sean has ably expressed the possible 
predicament of the carriers as fol- 
lows: 
“Companies are at the uncertain 
mercies of the courts as to whether 


5 For example, several cases have held the car- 
riers liable for loss of profits and loss of use. 
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the words ‘injury to or destruction 
of property’ will be interpreted to 
include not only the physical dam 
age and loss of use of tangible prop 
erty, but all other consequential 
damage as well. And more than 
that, this interpretation may no 
longer require the intangible dam 
age to be the consequence of physi- 
cal damage. Instead it may cover 
such intangible property loss even 
when no physical damage to tangible 
property has occurred.” * 


A Clear Violation 


Fortunately, the situation has not 
progressed to this extent as yet. The 
property damage section of the pol- 
icy provides coverage for injury to 
or destruction of property, including 
the loss of use thereof. This means 
that only that consequential damage 
which arises from the loss of use of 
the damaged object is covered; if 
there is no physical damage, then 
there is no coverage for consequen 
tial losses under the policy. Any 


* Gilbert Bean, “Products Liability Insurance,” 
Proceedings, Casualty and Automotive Underwrit 
ing Conference of Mutual Insurance Companies, 
1952, p. 2 


other interpretation would be a clear 
violation of the policy language 
Fears that a products liability policy 
will force payment for such intan 
gible damage as loss of business 
reputation, slander, patent infringe 
ment, etc. are unfounded simply be 
cause the policy does not provide any 
coverage for these hazards. The fact 
that the insured may be /iahle for 
damages as a result of acts on his 
part is another matter. 

If damage to intangible property 
is not contemplated when writing a 
liability policy on an 
basis” it would appear logical to in 
sert a specific policy provision to 
this effect. Presumably the present 
policy wording is sufficient to ex 
clude intangible property damage 
when the policy is written on an “ac 
cident basis.” It must always be 
remembered that any ambiguity or 
uncertainty in the policy wording 
will be construed against the insur 
ance company. 


“occurrence 


It appears obvious that gradual 
bodily injury and property damage 
will be covered by liability policies 
written on an occurrence basis. The 


(Continued on the next page 
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real question 1s whether policies 


written on an accident basis 


now 
and 


\t this point, we 


cover gradual bodily injury 


property damage 
must carefully 


the treatment 


distinguish between 
given bodily injury 


The 


at present 


and property damage claims 
tendency of the industry 
is to pay bodily injury claims which 
take place over a period of time, re 
gardless of the policy wording. It 
is for this reason that some have re 
marked that the writing of all pol 
ies on an occurrence basis would 


make no difference in the number of 
bodily injury claims paid by the in 
dustry. This appears to be an over 
statement because the claim practices 
of some carriers are more liberal 
With regard 


to claims for property damage, the 


than those of others 


practices of the industry are 


much 


more strict. (senerally, claims for 


property damage which are due to 
gradual damage are not recognized 


by the companies 


lhis means that 
the claim practices of the companies 


are contradictory with regard to 


their handling of bodily injury and 
property damage claims.’ Why 
should this difference exist ? 


Four Plausible Reasons 


Four plausible reasons come to 
mind. In the first place, juries and 
courts are naturally more sympa- 
thetic to the bodily injury claimant 
than to the property damage claim- 
ant, and therefore the companies 
must be somewhat more liberal in 
paying bodily injury than property 
damage claims. A related reason is 
the humanitarian angle involved."' 
In the second place, as has been pre- 
noted, many underwriters 
feel that there is less moral hazard 
involved in bodily injury than in 
property damage claims. In view of 
the well known tendency of claim- 
ants to exaggerate the extent of their 
injuries, this is a questionable point. 
In the third place, the catastrophic 
possibilities for property damage are 
considered greater than for bodily in 
jury. A fourth reason is that prop 


viously 


” Bean, op. cit., p. 4. 
'' The author is indebted to Mr. Warren Tars 
his of the National Surety Corp. for this idea 


erty damage is often more difficult 
to detect than bodily injury, and thus 
can accumulate a sizeable amount of 
liability more readily. Bodily injury 
normally causes pain to the recipient 
and thus is quickly remedied ; prop- 
erty damage may go unnoticed for 
considerable lengths of time. 


Inasmuch as most underwriters 
feel that a policy written on an “oc- 
currence provides broader 
coverage than one written on an “‘ac- 
cident basis,” it is logical that there 
should be an additional charge made 
for writing a policy on an occur- 
rence basis. In the case of bodily in 
jury coverage, the advisory rates of 
the National Bureau of Casualty 
Underwriters provide for an addi- 
tional premium of 1% for risks not 
involving dwelling occupancies. For 
risks involving dwelling occupancies, 
the extra charge is 2%. It should be 
noted that this extra charge is for 
putting the entire policy coverage 
on an occurrence basis, not merely 
the products liability portion.’ 


basis” 


12 Products coverage is optional on both the 
schedule and comprehensive general liability 
forms 





in its 48th Year of expe- 
rienced service to direct 
writing Companies in the 
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Stock or mutual companies which 
are not Bureau companies are free 
to charge whatever additional pre- 
miums they wish, though these extra 
charges may be subject to the ap- 
proval of the state insurance depart- 
ments. 

Due to the reluctance of most 
companies to write property damage 
on an occurrence basis, there are few 
requests to the Bureaus for a rate 
quotation. 


Provides Broader Coverage 


The quoting of any additional 
charge for the writing of a policy 
on an occurrence basis is evidence 
of a feeling on the part of the rating 
bureaus that a policy written on an 
occurrence basis provides broader 
coverage than one written on the 
conventional ‘‘caused by accident” 
basis.'* 


% The adequacy of these extra premiums pre 
sents an interesting question. If there is no dif 
ference between the scope of the coverage af 
forded on an accident and occurrence basis, as 
some contend, then the insured is being over 
charged if his policy is written on an occurrence 
basis. On the other hand, if the coverage is 
appreciably greater, then the extra premiums 
promulgated by the rating bureaus are clearly 
inadequate. Moreover, it may be argued that a 
flat rate for occurrence coverage is impractical, 
and that the individual companies should be al 
lowed to adopt any rate they see fit within a 
liberal range. 


For December, 1953 


Few, if any, casualty companies 
encourage the writing of their pol- 
The 
matter is considered only if the ap- 
plicant or broker for the insurance 
brings up the question. Where the 
applicant demands that the policy be 
written orm an occurrence basis, the 
insurance company must consider 
the factor of competition. If other 
companies are willing to write the 
bodily injury or property damage 
coverage, or both, on an occurrence 
basis, the refusal to do so by one 
carrier may result in a continual 
loss of business. A considerable por- 
tion of the policies in certain locali- 
ties are written on an occurrence 
basis because of the efforts of some 
companies to obtain new business 
by this competitive weapon. The 
practice is generally initiated by 
some of the smaller companies, and 
then the larger companies meet the 
competition by writing their policies 
in the particular section on an occur- 
rence basis. This has been particu- 
larly true of certain sections on the 
Pacific Coast. It has been alleged 
that the demand from insurance buy- 
ers for policies written on an occur 


icies on an occurrence basis. 


rence basis is primarily a_ talking 
point, and not any serious desire to 
have the policy written on this basis 
At any rate, in certain sections, not 
only miscellaneous liability policies, 
but even the automobile liability pol 
icy, are written on this basis 


The Business Risk 


\ problem which is closely related 
to the occurrence vs. accident con 
troversy is the problem of the “busi 
ness risk.” '* This is because many 
of the risks which may be classified 
as “business risks” would not be cov 
ered by a products liability policy 
written on an “accident basis” but 
would be included in the scope of 
one written on an “occurrence 
In brief, the “business risk” 
refers to the possibility of loss aris 
ing out of such factors as lack of 
managerial know-how and business 
incompetence. Such risks are not 
generally considered to be insurable, 


basis.” 


“ The writer is greatly indebted to pioneer 
papers on this subject by J. O. Honeywell of the 
New Amsterdam Casualty Company, Gilbert Bean 
of the Liberty Mutual Insurance Co., and H. 
Foster of the Utica Mutual Insurance Co 


{(Contir ed on the next pace 





Legal Spotlight—-Continued * 
inasmuch as they stem 
from the inability of the insured to 
successfully market his product in 
a competitive society 


sometimes 


Che purpose 
of insurance is not to guarantee the 
husiness competence of the insured, 
but to provide indemnity for dam- 
ages occasioned by accident. 

The problem of the business risk 
may be illustrated by the case of a 
manufacturer who puts out a prod- 
uct intended to kill potato bugs. As 
matters develop, not only does the 
product not kill the bugs but it makes 
them more active, with consequent 
damage to the crops of farmers. Is 
the failure of the product to perform 
properly an insurable risk? No, if 
the fault the formula em- 
ployed. Yes, if the damage resulted 
from an accident in the preparation 
of the product, the formula being 
Mr. has sug- 
gested that the products liability pol- 
icy should contain an exclusion for 


lies in 


satisfactory. Bean 


damage due to faulty plans, speci- 
fications, formula or authorized in- 
structions of the insured himself. 
Phis would have the effect of provid- 
ing coverage for bodily injury and 
property damage due to accidents in 
the manufacturing process, but pro- 
vide no coverage for failures on the 
part of the management. The point 
is that products lability insurance 
should not guarantee the technical 
know-how of the insured; it should 
not guarantee that the insured’s 
product will do what he claims it 
will do 


It is worthwhile to distinguish be- 
tween the intentional production of 


REINSURANCE 
UNDERWRITERS 


incorporated 


Complete Facilities in the 
Domestic and London Markets 


256 Montgomery St 


San Francisco 4 


1122 Wilshire Blvd. - Los Angeles 17 


a harmful product or gross indif- 
ference to the welfare of the public, 
and the unintended fault in a prod- 
uct which is put out by a well-mean 
ing but incompetent manufacturer. 
There is little disagreement that 
cases of the first type are not covered 
by a policy written on an accident 
basis, and should not be covered by 
one written on an occurrence basis. 
The case of the sincere but incompe- 
tent manufacturer may be properly 
termed the real business risk, since 
the writing of a policy on a caused 
by accident basis may not exclude 
coverage for this type of damage 
This type of risk may be illustrated 
by damages resulting from fault: 
plans and formula. There is a great 
deal of disagreement within the in- 
surance industry itself over whether 
claims of this nature are a proper 
subject of insurance. Some under- 
writers feel that the “‘first bite” 
should be covered in any instance, 
while others feel that any damage 
flowing from the business incompe- 
tence of the insured should be ex- 
cluded from coverage. 


The Manufacturer's Integrity 


The “business risk” involves not 
only the competence of the insured, 
but also his integrity. Suppose that 
a manufacturer discovers that he 
has produced a sub-standard lot of 
goods. If the manufacturer is not 
troubled by any sense of ethics, his 
problem is a simple mathematical 
one. Is it cheaper to scrap the lot 
of goods, or to purchase products lia- 
bility insurance, proceed to sell the 
inferior stock, and let the insurance 
company bear the resulting claims? 


In order to eliminate controversy 
over some of the claims of this na- 
ture, the National Bureau once pro 
posed the following optional ex- 
clusion to be applicable both to the 
bodily injury and property damage 
products liability coverage : 


Damage resulting from the failure 
of a product to accomplish its in- 
tended purpose when due to faulty 
plans, specifications or formula. 

A related problem concerns who will 
hear the costs of removal, replace- 
ment and installation when a prod- 
uct proves defective. Suppose that 
a battery of elevators are installed 
in a new skyscraper, and one later 
proves defective. Who pays for the 
cost of removal, replacement and in- 
stallation? The question appears to 
be an unsettled one.'® In any event, 
the National Bureau is recommend- 
ing an optional exclusion to cover 
situations of this type. 


The possibility of catastrophic 
losses has made many carriers re- 
luctant to write bodily injury or 
property damage coverage on an oc- 
currence With respect to 
products liability, the companies are 
afforded some protection by the 
“batch clause” and the aggregate 
policy limits. However, with the 
present trend toward higher and 
higher limits of liability, this latter 
protection is of less importance than 
in the past. 


basis. 


“H.C. Foster has suggested that the key may 
lie in who does the work of removal and installa 
tion. {f the removal and installation work is 
done by the insured, it would seem that no lia 
bility would attach, inasmuch as the policy covers 
only the liability imposed upon the insured by 
law. If the work is done by an outside firm, the 
insurance company would likely be held for the 
necessary costs. 
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Ifuge claims may arise from a 
product being sold for a purpose 
for which it is not fitted. 
ample, a chemical substance was 
recently marketed as a rug cleaner. 
It developed that the chemical was 
good as a rug cleaner—so good in 
fact that it literally ate up the rugs. 
Suit was brought against the chemi- 
cal manufacturer for several hundred 
thousand dollars. Numerous large 
claims have resulted from mistakes 
in the mixing of formulae, especially 
in connection with drug products. 
Claims for loss of business may also 
run into very large amounts. 


lor eX 


Reinsurance Facilities 


The fact that reinsurance facilities 
may be difficult to get or non-ex 
istent is also a matter which must be 
given careful consideration. Because 
of the catastrophic possibilities in- 
herent in policies which are written 
on an occurrence basis, reinsurers 
have cast a wary eye upon business 
written on this basis. Some rein- 
surance companies refuse to reinsure 
any policies written on an “occur- 
rence basis’ under the terms of a 
treaty; this means that reinsurance 
must be purchased on a facultative 
basis. Reinsurers have been much 
more reluctant to reinsure products 
liability property damage coverage 
written on this basis than bodily in- 
jury coverage. The moral is that di- 
rect writing companies must care- 
fully consider their reinsurance 
facilities before writing policies on 
an occurrence basis. 
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It has been argued that eventually 
all liability policies will be written 
on an occurrence basis, and that 
those companies which refuse to fall 
into line are standing in the way of 
progress. This appears to be a 
dubious statement to say the least. 
In the first place, there is no a priori 
reason why liability policies in the 
future should be written on an “oc 
currence basis ;” private carriers are 
still free to determine the wording 
of their contracts. In the second 
place, it may be seriously questioned 
whether the writing of policies on an 
occurrence basis, especially for PD, 
is progress. It hardly appears to be 
in the interest of society te relieve 
businessmen of the results of their 
own shortcomings. 

The writing of policies on an oc- 
currence basis would tend to encour- 
age carelessness on the part of in- 
sureds. Damages which are inherent 
in the nature of the insured’s oper 
ations would be covered by policies 
written on an occurrence basis. For 
example, a contractor would be 
tempted to take all sorts of short 
cuts which would necessarily involve 
injury to the property of others if 
he knew that the insurance company 
would have to pay the claims. 

Not only carelessness, but also 
collusion between the insured and 
third parties would be promoted by 
policies written on an occurrence 
basis. An unscrupulous insured 
would be in the position to “buy 
good-will” by forcing the insurance 
companies to pay for any type of 








damage which he does, regardless oi 
whether it is accidental. 

The companies would be flooded 
with nuisance claims if they were to 
write liability policies on an occur 
rence basis. Any type of construc 
tion work, for example, necessarily 
involves many small 
property damage. 

Most company underwriters and 
claims men are frank to admit that 
they are unable to define the extent 
of the coverage which is afforded by 
policies written on an 


basis.” 


instances ol 


“occurrence 
This is due largely to the 
lack of a body of judicial decisions 
construing the meaning of the word 
“occurrence” in hiability 
Several committees of the 
Insurance Rating Bureau and 
National Bureau of Casualty Un 
derwriters are at work on_ this 
problem. With the profit margin on 
casualty business either slim or non 
existent, it would appear wise to 
proceed with caution. 


CLEVELAND BOARD 
DEFENDS RULES 


policies 
Mutual 
the 


HE INSURANCE BOARD of Cleve 

land has expressed its confi 
dence that its rules and by-laws do 
not constitute a violation of the anti 
trust laws but are strongly in the 
interests of the insurance buying 
public. The Board is preparing its 
arguments on a motion for summary 
judgment filed by the Federal Jus 
tice Department in the Federal Dis 
trict Court. 
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AMERICA FORE Group 
New York, N. Y. 


New Director 
Ix. Herrick Low, first vice president of the Corn Ex 


change Bank Trust Company, has been elected a di 
rector of the Continental Insurance Company. Mr. Low 


is also a director of the Fidelity and Casualty Company, | 
American Eagle Fire Insurance Company, Home Life | 
Insurance Company, American Investment Company, | 
\lbert B. Ashforth, Inc., Union Square Savings Bank | 


of New York, Greenwood Cemetery, Corn Exchange 
tank Trust Company and Corn Exchange Safe De 
posit Company. 


AMERICAN MOTORISTS Insurance Company 
Chicago, Illinois 

EXCESS Insurance Company of America 
New York, New York 


Merging 


Merger of the Excess Insurance Company of America | 
with the American Motorists Insurance Company has | 
heen approved by stockholders of both companies. The | 


companies are affiliates, the principal stockholder of each 
being the Lumbermens Mutual Casualty Company. 
Under the merger plan the American will be the surviv- 
ing company with a capital of $3,000,000 made up of 
1,000,000 shares of $3 par value stock. It will conduct 
a multiple line operation, including reinsurance. Under 
the plan stockholders of the Excess will receive one 
share of new stock of the merged company for each 
share of stock held 
stockholders of the American 
shares for each share. 


excess 


will receive two new 


AMERICAN-ASSOCIATED Companies 


St. Louis, Missouri 
Win Advertisements Case 

These companies have won another legal test of their 
series of advertisements pointing up the effects on in- 
surance rates of excessive jury awards. The United 
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(200,000 shares), while | 





States District Court for the Eastern District of Penn 
sylvania has held the advertisements did not constitute 
contempt of court and has refused to enjoin the publica 
tion of similar ads in the future. The court felt that the 
ads did not interfere with the administration of justice 
in that they were not directed at any particular law suit 
but designed to influence the public generally. The 
decision agrees with a similar one handed down by a 
Kansas District Court. Two other similar 
nature are still pending, one in the state of Washington 
and one in Los Angeles. 

Attorney general Brown of California has attacked 
The 
attorney general alleges that the ads constitute a con 
spiracy to prejudice jurors and has asked a Los Angeles 
Superior Court to restrain the companies from further 
use of such advertising material and to direct them to 
publish a retraction. 


cases of 


the companies for the series of advertisements. 


AMERICAN RE-INSURANCE Company 
New York, New York 


Stock Split Voted 


The board of directors has voted, subject to the ap 
proval of the stockholders at a special meeting December 
15 and of the superintendent of insurance, to split the 
stock of the company and issue two shares of $5 par 
value stock for each share of the present $10 par value 
stock. An annual dividend basis of $.80 per share 1s 
anticipated for the new stock, which would be equivalent 
to $1.60 per share on the old stock as compared with the 
current regular dividend rate of $1.20. 


BLACKSTONE MUTUAL Insurance Company 


| WHAT CHEER MUTUAL Fire Insurance Co. 


Providence, Rhode Island 
Merge Business 


Phe Blackstone Mutual Insurance Company rein 
sured all of the business of the What Cheer Mutual Fire 
Insurance Company on October 31. Both companies 
are members of the Associated Factory Mutual Fire 
Several officers of the What 
Cheer have been named to posts with the Blackstone 


Insurance Companies. 
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CAROLINA CASUALTY Insurance Company 
Burlington, North Carolina 

INLAND MUTUAL Insurance Company 
Huntington, West Virginia 


Cited 


These companies have been charged with violations 
of the Virginia insurance laws and ordered to appear 
at a public hearing to be held on December 15. The 
charges allege that coverage underwritten by Lloyd's 
of London was used as a basis for filing the certificates 
of insurance required of motor vehicle operators. 


CENTRAL SURETY and Insurance 


Corporation, Kansas City, Missouri 


New Director 


Frank McGee, of Thomas McGee & Sons, has been 
elected a director to fill the vacancy caused by the death 
of his father, Thomas McGee. 


CORNBELT Insurance Company 


Freeport, Illinois 
New Company 


This company, with home offices in the Journal- 
Standard Building, began business September 28, 1953 
with a paid-in capital of $200,000 and surplus of $140, 
000, after organization expenses of $60,000. It will 
write fire and extended coverage insurance at manual 
rates. frank T, Johnson, previously with All-American 
Casualty Company of Chicago, is president. The execu 
tive vice president and general manager, Allen W. 
Swain, was formerly chief engineer of the western de 
partment of Crum & Forster. Other officers are: Vice 
president and general counsel, E, Grant Mathis; vice 
president and assistant treasurer, H. R. Shuff; treas- 
urer, L.vle W. Church; secretary, Wyatt A. Lindsey. 


FIRE ASSOCIATION of Philadelphia 
Philadelphia, Penna. 


Capital Increase 


A special stockholders meeting will be held January 
14 to consider a proposed increase in the company’s 
capital. The proposal calls for an increase in the 
authorized capital to 800,000 shares of $10 par value. 
At present there are 340,000 shares of stock out- 
standing. It is intended to offer 340,000 shares to the 
stockholders on the basis of one new share for each 
share outstanding. The actual subscription price will 
be determined at the time of the stockholders meeting, 


Best’s Fire and Casualty News 





but it is presently intended that it will be $22.50 per | 
share. Unsubscribed shares will be sold at public ot | Je Happened While He Was President 31: HERBERT HOOVER 
private sale. The offering will result in an increase in 
the capital and surplus of the Company of approxi 
mately $7,500,000 

It is anticipated, that a dividend on the increased 
shares will be declared for the first quarter of 1954 in 
the amount of 52/2¢ per share—equivalent to an annual 
rate of $2.10 per share. The current rate is $3 pet 
share on the smaller number of shares not outstanding. 
The company has retained The First Boston Corpora 
tion as its advisors in connection with the financing. 


HERBERT HOOVER 
Thirty-first President. 
Born August 10, 1874. 


THE GREAT AMERICAN 


Depression began in 
1929. 


y 
+ 


In addition, the Board is recommending the adoption 
of a stock option incentive plan for key officers and 
employees. Under this plan, options may be granted to 
buy authorized but unissued shares which, in the ag 
gregate, shall not exceed more than 5% of the outstan 
ing shares, at a price not less than 95% of the market 
Rat” THE MORATORIUM 
on War Debts was declared in MANCHURIA 

1931. in 1931. 
eeeeeaeeaenee0eeeg000008008080808 


AGENTS ARE MAKING HISTORY .. . when they join 
Hawkeye-Security and Industrial. Every service is provided to help 
Changes Name them step up production . . . providing service without red tape 

. prompt, equitable settlement of claims . . . and home office 
representatives always at their service. 


JAPAN INVADED 


EMMCO CASUALTY Insurance Company 
South Bend, Indiana 


The name of this company was changed to Excel 
Insurance Company on August 17, 1953. HAWKEYE - SECURITY 
INSURANCE CO. 


INDUSTRIAL INSURANCE CO. 
FIREMAN'S FUND Group Des Moines lowe 


San Francisco, California 





New Director 


John G,. Levison, co-owner of the Cardoza Company, 
pioneer San Francisco book bindery, has been elected 
a director of the Fireman's Fund Insurance Company. 
Mr. Levison is the son of the late J. B. Levison, presi 
dent of the companies from 1917 to 1937, 


GENERAL AMERICA Group 
Seattle, Washington 
The sign of SWG is 
Advancements 
the sign of a sound 
Chase Gartield, formerly resident vice president, 
California Division, Los Angeles, has been advanced to 
vice president of the four companies in the group. In 
addition, A. D. Howlett has been promoted from man 
ager to resident vice president, California Division, 
los Angeles, and Floyd M. Robbins, from manager to 
resident vice president, Eastern Division, New York 


and solid structure. 
We're building our 
reputation — 


and we're building on 


a firm foundation 


GRAIN DEALERS Mutual Insurance Company 


; ; . of youth, ideas 
Indianapolis, Indiana 


and progress. 
New Director 


GREAT AMERICAN RESERVE BUILDING 


eeeevevoveev see eee eeeeeveees eevee eos ¥ 


1). Clay Cook, western manager, has been elected a DALLAS, TEXAS 
cirector 
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MEMO 


To: ALL CLAIM DEPARTMENT 
OFFICIALS 


Subject: 


BEST’S RECOMMENDED 
INSURANCE ATTORNEYS 


If in need of authentic information on 
reliable and capable insurance counsel write 
for your copy of Best’s Recommended Insur- 
ance Attorneys. 


It is a reference work of experienced and 
competent insurance attorneys who have been 
recommended by the Claim and Loss repre- 
sentatives of Insurance Companies. 


Also includes a Digest of the Insurance 
Laws and Digest Tables of each State, and 
all Canadian Provinces. 


ALFRED M. BEST COMPANY, INC. 
75 Fulton Street, New York 38, N. Y. 





Pioneers in Multiple-line Underwriting 


TRIMTY UMVERSAL 
INSURANCE CO. 


DALLAS, TEXAS 


FIRE © CASUALTY * BONDS 


Edward T. Harrison, Chairman of the Board 


Gordon S. Yeargan, President 





GREAT AMERICAN Group 
New York, New York 


Reorganization Voted 


\t special meetings held October 20, the stockholders 
of the Great American Insurance Company and the 
\merican Alliance Insurance Company approved by 
large majorities (89.8% and 93.6%) the proposed re- 
organization of the Great American Group (See Best’s 
Insurance News for October, 1953.) 


HEARTHSTONE Insurance Company of 


Massachusetts, Boston, Massachusetts 
Wins Temporary Restraining Order 


The Superior Court of San Francisco issued a tem- 
porary restraining order, restraining John R. Maloney, 
as insurance commissioner, and Coleman E. Stewart, as 
hearing officer, from holding the hearing on the charges 
made by the insurance commissioner against this com- 
pany and its president W. Clement Stone. The petition 
stated that the company’s method of selecting its agents 
and its sales program and sales instructional bulletins, 
both of which had been questioned by the insurance 
commissioner, were as good or better than the standards 
generally prevailing in the industry and that therefore 
the insurance commissioner’s action was wilfully and un- 
justly discriminatory against the company and would do 
the company and its president irreparable damage. The 
complaint for the injunction also alleged hostile atmos- 
phere and prejudicial bias on the part of the Insurance 
Commissioner and his personnel. 


INSURANCE COMPANY of North America 
Philadelphia, Penna. 


Stock Dividend 


The board of directors has declared a 20% stock 
dividend payable December 31 to stockholders of record 
December 1. The additional stock will participate in 
the cash dividend which the board of directors is ex- 
pected to declare at the present regular quarterly rate, 
payable early in 1954. 


JEFFERSON INSURANCE Company of 
New York, New York, N. Y. 


Capital Increase Voted 


On October 1, stockholders voted to increase the 
company’s capital from $500,000 to $700,000 and con- 
tribute $280,000 to surplus which will increase the 
policyholders’ surplus to approximately $1,600,000. 
The company, which presently writes ocean marine and 
fire reinsurance lines in New York only, plans to enter 
a number of additional states. 
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KEYSTONE MUTUAL Casualty Company 
Pittsburgh, Pennsylvania 


Rehearing Time Extended 


The Supreme Court of the United States has ex 
tended to and including December 3, 1953 the time for 
filing a petition for rehearing in the Keystone Mutual 
Casualty Company appeal. No claims of creditors can 
be paid by Pennsylvania Commissioner Leslie, as statu 
tory liquidator, pending the outcome of this proceeding 


MARQUETTE Casualty Company 


New Orleans, Louisiana 
New Vice President 


Richard B. Tippett, Jr., has been named vice presi 
dent in charge of claims. Mr. Tippett was formerly 
superintendent of claims, Western department of the 
Chicago office of the Home Indemnity of New York 
He succeeds Richard A. Hinckley who is returning to 
the private practice of law. 


MASSACHUSETTS BONDING and Insurance 


Company, Boston, Massachusetts 
Resumes Dividends 


This company has declared a quarterly dividend ot 
thirty cents per share and an extra dividend of thirty 
cents per share, both payable November 16 to stock 
holders of record October 30. Dividends were sus 
pended in 1952 after forty cents per share was paid in 
February and May. 


MERCHANTS INDEMNITY Corporation 
New York, N. Y. 


WASHINGTON ASSURANCE Corporation 
New York, N. Y. 


Merger Voted 


Merger of the Washington Assurance Corporation of 
New York and the Merchants Indemnity Corporation 
of New York was voted at a stockholders’ meeting 
November 30. Both companies are owned by the Mer- 
chants Fire Assurance Corporation of New York. The 
Merchants Indemnity Corporation will be the surviving 
entity. 


NATIONAL OF HARTFORD Group 
Hartford, Connecticut 
New Directors 

I. Clayton Gengras, president and treasurer of The 


Fire and Casualty Insurance Company of Connecticut, 
(Continued on the next page) 
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NATIONAL OF HARTFORD—Continued 
Colonel W. Hi 


Banl md 


Miller, vice president of The Hanover 
Nichols Smith, president of Meinel & 
Wemple, Inc., have been elected directors of the United 


National ( ompany 


Janne S 
Indemnit 
NORTH CAROLINA FARM BUREAU 


Mutua Inc. 
y 


Insurar ce Cor pany, 
greensboro, North Carolina 


New Company 


This mutual, with hon 


Street, was 


offices at 414 North Elm 
September 17, 1953 with a 
$325,000 Sponsored bv the 
North Carolina Farm Bureau Federation and its mem 
bers, the I] 


licensed on 
contributed surplus of 


company will write full coverage automobile 


insurance On a participating basis at deviated 
able. John E, 
director of the 


Insurance 


rates 


Policies are non-asse Jones, manager, 
Southern Farm 


Southern Farm 


was formerly sale 
Life 
Bureau Casualty 


and 
Company, 


Bureau Company 


Insurance 


NORTHERN Insurance Company of 
New York, New York, New York 


Stock Dividend Proposed 


The 


dividend of 


directors of this company have proposed a stock 
LO% 


holders at the annual meeting February 1, 


subject to the approval of share 
1954. It is 
anticipated that a dividend at the present annual rate 
of $2.50 per share wall be 


shares 


continued on the increased 


THE POULSEN Insurance Company of 
America, Chicago l 


Iinois 
New A. & H. Carrier 


This company, with home offices at 69 West Wash- 
ington Street, has been licensed by the State of Illinois 
to write health and accident coverages. It began busi 


ness with capital of $100,000 and surplus of $62,000. 





perations are currently limited to Illinois but plans 
call for expansion to a nationwide basis. 
Poulsen, president of the 


George H. 
company, has insurance 
offices in Chicago, Peoria and Joliet, Illinois; Toledo, 
Ohio; Milwaukee, Wisconsin ; Indianapolis, South Bend 
and Fort Wayne, Falls, South 


Dakota 


Indiana and Sioux 


SASKATCHEWAN GOVERNMENT 


Insurance Office 


SASKATCHEWAN GUARANTEE & FIDELITY 
Company, Ltd. 
Regina, Saskatchewan 


Appointments; Plans to Expand 


Hf. 1). Hammond has assumed the duties of manager 
of the Saskatchewan Government Insurance Office and 
the Saskatchewan Guarantee & Fidelity Company. R 
1). Blackburn has been appointed secretary and J. ©. 
Dutton assistant secretary of the two companies. 

The Saskatchewan Guarantee & Fidelity Company, 
a subsidiary of the Saskatchewan Government Insurance 
Office, has been licensed to write insurance in Montana. 
lire and inland marine coverages will be written through 
Montana agents. 


SECURED CASUALTY Insurance Company 
SECURED FIRE & MARINE insurance 


Company, Indianapolis, Indiana 


Proposed Merger 


Stockholders of these companies are being polled on 
the question of merging the two companies to create a 
single multiple-line carrier. The companies are running 
mates with the same senior officers serving both of them. 


UNITED PACIFIC Insurance Company 
Tacoma, Washington 


Advancements 


Hl. kk. Carlson, assistant treasurer, has been elected 
treasurer of the company. Assistant treasurer | 
Hubbard, has been appointed controller. 


TT 
Globe afd Rutgers 


Fire Insurance Company 


The Insurance Compan) 


of the 
State of Pennsylvania 


AMERICAN HOME 


Fire Assurance Company 


111 WILLIAM STREET, NEW YORK 38, N. Y. 
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North Carolina Safety Responsibility 
Law Digest 


This is a digest of the provisions 
of the new motor vehicle safety re 
sponsibility law which becomes ef 
fective in North Carolina on Janu 
ary 1, 1954. 

Single copy furnished free; quan 
tity prices quoted upon request by 
Alfred M. Best Co., Inc., 75 Fulton 
Street, New York 38, N.Y, 


Handbook of Fire Protection 


This is the eleventh edition of the 
Handbook of Fire Protection pro 
duced by the National Fire Protec- 
tion Association. It marks the com 
pletion of two years’ work by mem 
bers of the Association’s staff and 
by over one hundred expert con 


sultants, including specialists in indi 
vidual phases of fire protection, 

The material in the last edition, 
dated 
brought up to date to include the 


1948, has been revised and 


very extensive information im 
this field that has become available 
during the past five years. Com 
pletely new and revised tables of 
fire hazard properties of chemicals 
and solvents 


new 


other hazardous 
materials have been prepared ; auto- 
matic spray sprinklers are treated in 
the Handbook in detail for the first 
time. 

1600 pages including hundreds of 
diagrams, charts and photographs, 
a comprehensive index and 93 pages 
of advertising ; $10.50 per copy. 
Published by the National Fire Pro 
tection Association, 00 Batterymarch 
Street, Boston 10, Massachusetts 


and 


Property and Casualty Insurance 
A guide book for Agents 
Brokers by Philip Gordis. 


and 


This is really seven books in one, 
covering fire and allied lines, inland 
and ocean marine insurance, crime 
coverages, fidelity and surety bonds, 
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liability insurance, automobile, and 


other classes of insurance. It ex 


plains clearly and simply the pur 
poses of each policy, and the needs 
for the coverage. All policies are 
analyzed according to a standardized 
arrangement so that any kind of in 
formation found quickly 
One of the most important features 
is the treatment of the variations, by 
states, as to the policy itself, what 


can be 


is or is not covered, for how much, 
where covered, forms, endorsements, 
etc Such noted 
throughout the book whenever thes 
occur, eliminating confusing cross 


variations are 


reference. By a unique combina 


tion table of contents-index, any pro 


vision of any policy is quickly 


located. Coverages are arranged and 


analyzed in a manner designed to 


make it for students to un 


derstand, and for more experienced 


cCasic4r 


insurance people to use as a ready 
reference, Throughout the entire 
book emphasis is given to actual 
agents’ and brokers’ practices much 
more than in standard texts, which 
are aimed at college students whose 
study of insurance is necessarily of 
a more general nature 

529 pages, $7.50 per copy 
lished by The Rough Notes Com 
pany, Inc., 1142 North Meridian 


Street, Indianapolis 6, Indiana, 


Pub 


Examination of Insurance Companies 


Published in two volumes, this is 
an authoritative description of the 
complex operations of insurance 
companies and the manner in which 
comphance with statutory and ad 
ministrative law and with sound 
economic and social policy is as 
certained through the examination 
of such companies by supervisory 
authority. The two volumes are the 
first of a series of six on the subject 

Volume | is divided into two 
parts, the first of which deals with 
“The Agency of Regulation.” This 
section comprises contributions by 


deputy superintendents on the his 
tory and organization of the depart 
ment the National A 
Insurance Commissioners 
entitled “The 
consists of 


and of sSOCcLA 
tion of 
Part 
usiness” 


two Insurance 


lectures by 
prominent officers of leading insur 
ance 


companies every 


branch of the 


Wadyol 
business Is COVETEE 
with a suceinct historial account and 
detailed presentation of current prac 
tices. \ll of the 
insurance are dealt with in separate 
lectures. Fraternal insurance, re 
insurance, and multiple line under 
writing are developed in detail 
Volume II is a detailed presenta 
tion of the techniques used in con 


major classes of 


ducting examinations of insurance 
compamies 

$75 per set (volumes | and II ar 
not sold separately). Published by 
the New York State Department of 
.61 Broadway, New Y orl 
York. 


Insurance ( 


Vew 
School District Liability 


There is a growing dissatisfaction 
among school administrators and the 
courts with the almost universal rule 
that pupils and school employees in 
jured in the course of their school 
activities 
from the 


may not collect damages 
board or district 


This is due to a common law 


school 
prin 
ciple that school districts and school 
boards cannot be held legally liable 
for injuries resulting from accidents 
in and about the school or negligent 
This pam 
phlet is concerned with only one as 
pect of school board or school dis 
trict liability—that of tort liability o1 
liabilities for injuries to persons and 
properties. 

23 pages, $.50 per copy. Puh 
lished by the American Association 
of School Administrators, a depart 
ment of the National Education As 
sociation of the United States, 120] 
16th Street, N.W., Washington 6 
Be. 


acts of school officers. 





Loss Logic—from page 87 

have provisions to the effect that no 
statement made by the insured or on 
his behalf, and no violation of the 
terms of the policy, shall operate to 
defeat or avoid the policy so as to 
bar recovery within the limits re 
quired. The Hampshire Su- 
preme Court has said that the mean- 
ing of this provision is that such 
statement or term is prohibited per 
se and consideration not need be 
given to whether or not the insured 
violated it.*° 


New 


not avail the insurer in a claim by 
injured persons. The beneficiaries 
of the statute are these injured per 
sons, as members of the public, and 
a policy which is void ab initio be- 
cause of a warranty or condition pre 
cedent affords no protection to the 
public.** Similarly a misrepresenta 
tion by the insured that he had not 
had any previous accidents and had 
not had any previous insurance can 
celled will not be a sufficient defense 
to an insurer under an absolute pol 


“yy 29 
Icy. 


Thus it has been held that with 


respect to declarations by the insured, 
a breach of warranty as to his busi 

ness or occupation -° 
ownership of the automobile,?* will 


Insuring Agreements 


As to insuring agreements, the 
Newly Acquired Automobile and 
the Territory provisions have been 


or as to his sole 
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{ AbL al 


passed upon by the courts with re- 
spect to their applicability under fi- 
nancial responsibility laws which 
make the policy absolute. In most 
automobile liability policies, cover- 
age is provided automatically for 
newly acquired automobiles, includ 
ing those that replace the automobile 
described in the policy, if the named 
insured notifies the company within 
thirty days following the date of 
their delivery to him. In arm Bu- 
reau Automobile Insurance Com 
pany v. Martin, the Supreme 
Court of New Hampshire held that 
failure on the part of the insured 
to give the required notice, either 
before the before the 
thirty day period expired, would not 
serve as a defense as against injured 
third: parties. The court held that 
the policy was to be construed in 
terms of the financial responsibility 
law which stated that the policy was’ 
absolute and that no violations of ex- 
clusions, conditions, other terms or 
language contained in the policy, 
shall operate to defeat or avoid the 
policy so as to bar recovery within 
the limits provided. 

The court concluded that the 
rights of the injured party were not 
simply derived from the insured 
but were to some extent independent 
of the insured’s rights as they were 
gained from the statute. Whatever 
defenses the insurer might have 
against thé insured, the violated pro 
vision could not be used to defeat or 
avoid coverage as far as the injured 
third parties were concerned. With 
respect to them, the liability of the 
insurer became absolute upon the 
happening of the accident. Similarly 
in another case,*' the same court re 
fused to uphold, as against injured 
third parties, a violation of a policy 
provision limiting coverage to local 
accidents. In applying the New 
Hampshire financial responsibility 
law to an accident which occurred in 
Massachusetts, the court pointed out 
that the law, as many other similar 
laws do, required the policy to pro- 
vide coverage within the United 
States and Canada. 


accident or 


Conceding that the state might not 
have a valid interest to protect more 
than its own general public, the court 
nevertheless felt itself bound by the 
explicit statutory order for extrater 
ritorial coverage. The court stated 
that use of the highways is a privi- 
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lege which may be granted upon such 
terms and conditions as the state at 
its pleasure may offer, regardless of 
their reasonableness provided equal- 
ity in the bestowal of the privilege 
is observed. It follows therefore, 
said the court, that the state may 
determine the conditions of the in 
surance required to avoid the con- 
sequences of not having insurance 
and may forbid insurance without 
such conditions as it may see fit to 
impose. Accordingly the court con- 
cluded that insurance companies are 
barred from issuing statutory poli- 
cies which cover only liability locally 
incurred and which therefore are in 
consistent with the requirements of 
the statute. 


Policy Exclusions 


In like manner the courts have 
refused to acknowledge the effect of 
policy exclusions in absolute policies 
under the financial responsibility 
laws, as against injured third parties, 
even though similar exclusions might 
be a good defense as against the in- 
sured. Thus it has been held that an 
exclusion of liability unless the auto 
mobile is specifically described in the 
policy is a nullity when such an ex- 
clusion is in conflict with the require 
ments of a financial responsibility 
law.*? Likewise, when an insurance 
company issues a policy on a de 
scribed car and attempts to limit 
coverage for cars not owned by the 
insured to the period while the in 
sured is the owner of the described 
car, an injured third party neverthe 
less may recover for an accident in 
volving a car not owned by the in 
sured and driven by him after he had 
sold his own car, when the statute 
requires coverage for any non owned 
automobile.** 


ven an intentional act by the in 
sured, resulting in injury to an 
innocent third party, will not serve 
as a policy defense against the latter 
In Hartford Accident & Indemnity 
Co. v. Wolbarst,** the insured in 
tentionally drove his car into another 
causing injury to the occupants of 
the other car. The financial respon- 
sibility law involved required cov 
erage for injuries “accidentally sus 
tained.” The court noted the pur 
poses of the law as being to compen- 
sate persons who might be injured 
through faulty operation of motor 
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Almost every hazard is in- 
surable and 
Employers’ MULTIPLE LINE 
spread covers the field ef- 
fectively and conveniently, 
via our five Regional Offices 
—as close as your tele- 


reinsurable. 
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vehicles and also to guarantee the 
ability of automobile operators to 
discharge judgments arising out of 
accidents in which they might be 
involved. 

In view of these statutory pur- 
poses, the court concluded that they 
would be best served by construing 
the phrase “accidentally sustained” as 
including any unfortunate occur- 
rence causing injury or damage, re- 
gardless of the mental state of the 
insured that precedes it. It was 
therefore held that the statutory 
wording should be looked at from 
the standpoint of the one sustaining 
the injury rather than from the stand- 
point of the one causing it. In hold- 


SAN FRANCISCO 


LOS ANGELES 


ing in favor of the injured person 
under the circumstances, the court 
stated that protection given by the 
financial responsibility act, in cases 
of injuries intentionally inflicted, is 
not against public policy since the 
act itself is declaratory of publi 
policy and supersedes any rule of 
public policy applicable to ordinary 
insurance law. 


Illegal Acts 


In another case, even an illegal 
act by the insured has not been sus 
tained as a valid defense against an 
injured third party.* There the in- 

(Continued on the next page) 
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Loss Logic—Continued 


whom al 


been 


sured, tor operator's policy 
under the 
stole 
The 


Com 


certificate had filed 


Financial Responsibility Law, 
car and damayged it 


fact that the 


another 


imsured may have 


mitted a crime, in acquiring the 


plaintiff car, was considered im 


material when opposed to the insur 


er’s responsibility under the financial 
' 


responsibility law \s to the in 


surer’s claim that the insured was 


“in charge of” the car at the time of 
the damaye and hence xclusion 
to this effect, permitted by the Act 
applied, the court held that the in 


had 


all ¢ 


sured mere posse ion of the 


vehicle and that the Act’s exclusion 
contemplated a right to 
dominion or control over the prop- 
erty, which the insured lacked, be- 
fore it applied 


exercise 


In construing violations of policy 
conditions as defenses which the in 
surer assert, the courts have 
strict 
protecting the interests of the in 


jured third party 


may 


shown the same concern in 


Policy Conditions 
The 


policy contains an 


usual automobile lability 


Assistance and 
Cooperation of the Insured” condi 
wherein the insured 


tion “ agrees 
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with the company to cooperate and 
upon request to attend hearings and 
trials, assist in effecting settlements, 
securing and giving evidence, ob- 
taining the attendance of witnesses 
and in the conduct of suits. He also 
agrees, except at his own expense, 
not to voluntarily make any pay- 
ment, assume any obligation or incur 
any expense other than for immedi 
ate medical and surgical relief im 
perative at the time of accident. Vi- 
olation of this type of condition un- 
der a motor vehicle liability policy, 
subject to a financial responsibility 
law, has been held to be unavailing 
to the insurer as against an injured 
third party. The requirement of the 
law that no violation of the terms 
of the policy shall operate to defeat 
or avoid the policy supersedes the 
policy condition as to assistance and 
cooperation. Breach of such a con 
dition by the insured places him 
under liability to the insurer but has 
no effect upon those he injures. If 
in breach of his agreement to aid and 
cooperate with the insurer, the in- 
sured indirectly aids or cooperates 
with those claiming liability to them, 
this fact may be evidence bearing on 
the issue of liability but the breach 
has no efficacy to defeat the insurer's 
duty to answer for such liability of 
the insured as may be established."* 


\nother policy condition, which 
has been interpreted by the courts 
in terms of a motor vehicle liability 
policy under the financial responsi- 
bility laws, is the “Other Insurance” 
Condition.“*> The usual automobile 
liability policy provides coverage for 
the use by the insured of other auto 
mobiles than those specifically in 
sured, under certain qualifications. 
Any such insurance for other auto- 
mobiles, however, is stated to be ex 
cess insurance over any other valid 
and collectible 
to the insured. 


insurance available 
In Polonits v. Was- 
iindra,*” a Pennsylvania court had 
before it the question of whether the 
insurer could assert such an excess 
provision under a certificated policy 
as against an injured party. At the 
time of the accident, the insured was 
driving another person's car and was 
covered by the other person’s insur 
ance policy. In view of the fact that 
the coverage under the insured’s 
policy was excess when the insured 
was using another car, his insurer 
maintained that they were liable only 
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secondarily and that the injured 
party could not recover thereunder 
until he had exhausted his rights 


against the other insurance. 


The court held that the insurer in 
issuing its policy to the insured and 
hiling its certificate with the state, 
was responsible for the insured 
again being given the privilege of op 
erating a motor vehicle on the high- 
way; that as a result the insurer 
could not surround its policy with 
defenses and limitations for its own 
benefit at the expense of innocent 
third parties and the general public 
for whose benefit the financial re 
sponsibility law was passed. The 
court concluded that a judgment 
when rendered against the insured be 
came absolute against his insurance 
company and the excess insurance 
provision should not prevail. In a 
companion case, American Alutomo 
bile Ins. Co. v. Penn. Mut. Indemnity 
Co.,” the insurer brought an action 
against the other company for re 
covery of the amount it had to pay 
notwithstanding its excess provi 
sion, The defendant's policy did not 
apply to any additional insured if he 
had other valid and collectible insur 
ance. The court held that the plain 
tiff could not 
payment in the Polonitz was 
due to the fact that the court con 
sidered its policy This 
being so, there was valid and collect 
ible insurance available to the in 
sured and hence the defendant was 
not liable. When both 
policies contain prorata clauses and 
the financial responsibility law per 
mits the absolute policy to prorate 
with other valid and collectible insur 
ance, as many of them do, the in 
surer under the absolute policy need 
not pay more than its prorata share, 
even to the injured party."! 


recover because its 


Case 


absolute 


however 


In the Assignment Condition of 
most policies, a provision appears to 
the effect that upon death of the 
named insured, the policy, unless 
cancelled, shall cover the named in 
sured’s legal representative as the 
named insured, if written notice is 
given to the company within a cer 
tain period after the date of such 
death.** Many financial responsi 
bility statutes provide that if death 
of the insured occurs within the pol 
icy period, the policy during the un 
expired portion of such period shall 
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. does make life insurance a 


Transpor- 





























cover the legal representatives of the 
insured. Under a certificated policy, 
the statutory provision which does 
not require any notice of the death 
will prevail over the policy provision, 
and lack of notice as required by the 
latter will not serve as a defense to 
deny coverage to a legal represent 
ative in an 
third party."* 


action by an imyjured 


May Not Cancel 


Most financial responsibility stat 
utes provide that a certificated pol 
icy may not be cancelled or termi 
nated until at least ten days after a 


notice of cancellation or termination 
has been filed with the state officer 
administering the statute! A com 
pany ordinarily therefore may not 
effectively cancel an absolute poli ¥, 
even for non payment of premium, 
without following the statutory pro 
cedure and this is so even though the 
oceasion for filing the certificate ot 
insurance, thus making the policy 
absolute, no longer exists, as for 
example, reversal of a conviction 
The policy having been issued im 
accordance with the requirements of 
the law and with intent it should he 
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Loss Logic—Continued 


subject to the provisions thereof, 
cannot be cancelled in any other 
manner than as permitted by the fi 
nancial responsibility law in so far 
as injured third parties are 
cerned.*® This statutory require 
ment has been held not to apply, 
however, where the insured fraudu 
lently concealed information of a 
prior accident, the insurer's policy 
was innocently antedated to encom 
pass this prior accident, and_ the 
policy under the law was absolute 
only because of the prior accident.” 


con 


And it also has been held that the 
expiration date on the filed certifi- 
cate will suffice to terminate the 
policy, there being no question of 
the company attempting to cancel 
prior to the end of the policy 
period.* 


Responsibility Condition 


The final condition with which we 
are concerned is the “Kinancial Re 
sponsibility Laws” condition found 
in most policies. This condition 
usually reads “Such insurance as is 
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seater oncanerenemcung 


afforded by this policy for bodily 
injury liability or property damage 
liability shall comply with the pro 
visions of the motor vehicle finan- 
cial responsibility law of any state 
or province which shall be applicable 
with respect to any such _ liability 
arising out of the ownership, main- 
tenance or use of the automobile 
during the policy period, to the ex- 
tent of the coverage and limits of 
liability required by such law, but in 
no event in excess of the limits of 
liability stated in this policy.” The 
condition also calls for reimburse- 
ment by the insured if the company 
is compelled to make any payment 
which it would not have been ob- 
ligated to make except for this con- 
dition. This condition is inserted in 
policies in order that they may be 
used as certificated policies under 
financial responsibility laws without 
the need of an endorsement. 

The weight of authority is to the 
effect that such a condition will not 
of itself automatically render the 
policy absolute and subject to the 
requirements of the financial respon- 
sibility law, if the policy has not been 
issued and certified as proof of finan- 
cial responsibility. This is because 
the condition applies only as respects 
a law “which shall be applicable” 
and only to the extent of the cover- 
age and limits of liability “required” 
by such law.*® It also has been held 
that the proof provisions of the fi 
nancial responsibility law are not 
automatic and that no one must 
furnish proof until the state officer 
administering the law tells him he 
must do so if he wishes to avoid the 
sanctions of the law.” 

However, a group of New Jersey 
cases, under the former law in effect 
prior to April 1, 1953, hold that if 
the insured had a prior accident that 
would have brought him within the 
purview of the financial responsi 
bility law, a policy issued thereafter 
will be considered absolute even 
though no demand for proof of fi 
nancial responsibility has been made 
by the Commissioner upon the in- 
sured and no certificate has been filed 
by his insurance company. In many 
of these cases, there was a provision 
conforming the policy to the law and 
that seemed to strengthen the con- 
clusions of the court. The reasoning 
of the cases seemed to be that the 
financial responsibility law directed 
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the Commissioner to require proot 
of responsibility in such cases but 
that it does not make such action a 
condition precedent to the validity of 
insurance effected in accordance with 
the law 
in the class requiring such proof, 
was not obliged to wait until the 
Commissioner should act before 
complying with the law by establish- 
ing through insurance the proof of 
responsibility the law re 
quired, Likewise it was optional with 


Thus, the insured, being 


which 


the company to assume such liability, 
but if it did so, it could not escape 
the responsibility thus undertaken.*! 
said that 
construction by the courts of motor 
liability 
financial responsibility laws has been 


In conclusion it may be 


vehicle policies under the 
most liberal in favor of the injured 
party and the general public for 
whose benefit the laws were enacted 
Between the liberal construction ot 
motor vehicle liability policies, cer 
tified as proof of financial responsi 
bility for the future, and the greatly 
increased percentage of voluntarily 
insured automobiles resulting from 
fear of the sanctions of the law, the 
number of uncompensated injuries, 
due to the acts of reckless and fi 
nancially irresponsible motorists, has 
heen decreased materially 
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in section 
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The custom of renewing policies automatically has 
long been prevalent in the insurance business and 
I had been as guilty as the majority of agents. Re- 
cently a field man of the Boston and Old Colony 
showed me a sales promotion folder graphically 


demonstrating the need for increased coverage 
and suggested that | test it for a month at least. 
| was amazed at the ready acceptance by my as- 
sureds and the increased premiums were quite 
substantial. This is another example of theiz co- 
operation and another reason why the Boston and 
Old Colony are the leading companies in my 


agency. They are on the job at all times. 
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PREMIUM FINANCE RULING 


N INFORMAL RULING by. the 
f (Peoteivs State Bank Com 
missioner that insurance premium 
financing is subject to the state's 
small loan law is expected to further 
complicate the automobile insurance 
picture in that state as it has become 
commonplace for many insureds to 
borrow on notes to pay their com 
They 
paying more than the two percent 


pulsory premiums have been 


per month maximum allowed unde1 
the small loan law on unpaid bal 
ances. ‘The finance companies claim 
they cannot operate on a lower inter 
est rate \gents are concerned by 
the interpretation as they are not in 
a position to finance the large vol 
ume of premiums which come due 
January | and many agents had bees 
the low 


augmenting COMMISSION 


scale by receiving a tee of up 


per polic vy from the finanes 


panies 
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Semi-Annual Experience 
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BUYERS & LOSS CONTROL 
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Vorman 
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Adventures at 
Behind the (monthly) .. 
and the Thieves, The Fred McCord 
suyer and His Agent, The—Claude H,. Rice 
Buyers’ Round Table (monthly) 
Contractual and Assumed Liability 
CR. Conklin, J. M. Breen, Bb. 7 
Excess Insurance — Braddock, 
How High a Limit’ Robert J 
Life-Saving Reflections 
Loss Control Guonthiy) a 
Profits and Safety J, Dewey Dorsett 
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Bailee, The Concept of 
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Depreciation and Partial Losses Wilfred G 
High Claims and Awards-——Chase M. Smith 
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Legal Spotlight, The (monthly 

Loss Logic (monthive 
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A.M.A. Meeting 
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Aug 
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rhe George Inselman 
John S, MeGuinness 
Premiums Thelma Ray Osborne 
‘omplete Destruction Lloyd L. Temple 
‘overage Trends J Follmann, J? 
Driver's Age and Accidents—Victor F. Veness 
Future of Automobile Insurance, The 1. Lynn 
Guaranteed Renewable Contracts -Gerald S 
Health Insurance Council, The— Ralph Heller 
Industry Committes 
Influence of Supervision 
Merit Rating— Robert 1 
Miscellaneous Expense Benefit 
New York City Agent, The 
Non-Cancellable Coverages 
Private Passenger Classification Plans 
Profitable Agency, A—W. 8. Chandler 
Proper Balance, A 4. P. Dowlen 
Reader’sa Digest A & If Article Robert H agen, 
John Alan Appleman . 
Termination of an Agency 
We Are Dragging Our Feet 
Workmen's Compensation—lI 
William Leslie, Jr 
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Around the Office—Guy Fergason (monthly) 
Attitude? Bah! Humbug!— Guy Fergason 
Better Letters—Richard H, Morris . 
Booklets (monthly) 
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Christmas Legends 
Cutting Policy Typing Time 
Executive Appraisal——/ngolf Hf. } 
For Better Dictation—0. C. Lee 
How to Sell New Procedures—-F. C 
Lines of Communication 


Dec. 
Dee. 
. Dee. 
Dec 
Nov. 
Dec. 
Oct 
Aug 
Oct 
Sept 
Nov. 


Joseph M. Jacobs 
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Modern Aids to Office 
Office Equipment 
Office Services 
Operating Budgets -Guy Fergason ... 
Progressive Agency, A—Paul W. Raeske 
Psychonumerosis--W, H. Crawford 
Punch-Card and Clerical Costs—G 
Supervisor, The—L. J. Hale 
What Are Fringe Benefits 7 
What Holds Women Back? 
Who Manages the Oftice?—Guy Fergason 
Woman's Touch, A—Mrs. L. A. Lundy, Jr. 
Work Simplification—W. Carl Johnson 


Kefliciency (monthly) 
Directory (monthly) 
Guy bergason 
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° Dee, 7 
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July 
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Conzelman July 48 
Oct. 100 
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Aug. 
. Dee, 
Dec 


Guy Fergason 
Helen G. Irwin 


RATE CHANGES 
Automobile 
Nebraska 
Oklahoma 
Cal., Del., D. 
Ark., Calif., 
Ore., Wash 
Mass, . 
Mass., Mont., Nev., 
PP tah, ane 
e4 la., Ga., 
IDD., Ore 
Extended Coverage 
Minnesota 
Fire 
Minnesota 
Nebraska 
Florida, Georgia, 
Rhode Island 
Alaska 
LAabality 
Ark., Calif., 
Nob. 'N p.. 8. Se 
Owners’, Landlords’ & Tenants’ 
California, Connecticut, New York .... 
Workmen's Compensation 
Massachusetts, New gereer 
Cal., Ky., Mass., N. Y. 
Florida, Okls uhoma 
California 
Nebraska 
Missouri, 


Aug 
: : July 
'N. Mex., R I., Vt Sept. { 
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Aug 
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SALES & EDUCATION 


A Look into the Future—Lsmond Ewing 
Anyone Can Make a Survey—Clarence L. 
Automobile Insurance Studies 
Boss and the Thieves, The—Fred McCord 
Business Builders—-M. H. Blackburn 
C.PLCLU, Questions and Answers—American Institute 
Part If—Insurance Principles and Practices ....June 99, 
Part I1l—General Education 101, 
Part IV—Law —- 
Part V--Accounting and Finance 
Contract Bond Opportunities—Carroll W. 
Creative Selling—Arthur H. Seffing .. 
Dwelling-Building Broad Form, The- Richard M. Heins 
Education in Insurance—Cameron 8S. Toole 
Freedom and the Salesman—Walter H. Wheeler, Jr. 
Garage Liability Polley—-Leroy W. Fieting .. 
It Ain't the World—Marion Williamson 
Judging a Fire Risk—R. D. MacDaniel 
Last Six Feet, The—Robin S. Williams ° ove 
Personal Articles Poliey—Francis z. © O'Leary . aeehoees 
Quiz of the Month : 
Law Course 
Fire Risk (Physical Aspects) 
General Insurance Course 
Sales Slants from Other Fields. (monthly) 
Sales Training—James L. McEwen 
Self-Training—C. L. Lapp, Ph.D. 
Selling Parade, The—Charles RB. Roth 
Selling Tips from the Home Office (monthly) 
Transportation Coverages—Raymond G. Shepard ........... Nov. 
Two Sales Programs—lrban M. Lelli 
What Makes America Great—Merle Thorpe 


July 
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July 97, Aug. 115 
Sept. 139, Oct. 121 
Nov. 121, Dec. 107 
. 39 
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a0 
Oct. 48 
Dee. 39 


MISCELLANEOUS 


Building Cost Index 

Company Developments 

Conventions Ahead . 

Fire Monthly 

Home Office and Field Appointments: 
Insurance Stock Quotations 3 
New Publications 

Stock Index, Best's 


Lonres, 
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INSURANCE COMPANIES REPORTED UPON (FROM MAY, 


Allstate Insurance, Chicago 
(Credits Driving Education) 
(Elects Vice President) 

(New Home Offices ; Reynolds, 
WOO PROGHORE) occcicsacsecssssN@V 

America Fore Group, New York 
(New Secretaries) 

(New Director) 
(New Director) 

American-Associated Cos., St. 
(Taylor, Vice President) 

(To Increase Capital) 

(Held Not in Contempt) 
(Win Advertisements Case) 
American Automobile, St. Louis 
(Capital Increase) July 

American Farmers Mutual, Chicago 
(Dahimann, Ex. Vice President) . Aug. 

American Fidelity & Casualty, Richmond 
(Trailer Home yinancing) ap embed Aug. 
(To Issue Stock) 
(Settles Virginia Charges) lov. 

American Income Assurance, eee 

H Companies Merge) 

American Indemnity, Galveston 
(Winter Advanced) 

(Hartung Advanced) 

American Liberty, Birmingham 
(To Absorb Penn-Liberty) 

American Motorists, Chicago 
(Kemper Takes Issue) 
(Heineke, Vice President) 
(Merging) . De 

American Mutual Benefit, a 
(Changes Name) 

American Mutual Liability, Boston 
(New Vice Presidents) 

American Mutual Reinsurance, Chica 
(Executive Advancements) fey 

American Policyholders’, Boston 
(Auto Merit Dividend Plan) -.. sept. 

American Reinsurance Group, New York 
(Official Changes) 

American Reinsurance Co., 
(Stock Split Voted) ... 

Arex Indemnity, New York 
(Change in Control) 
(Capital Changes) 

Associated Factory Mutuals 
(Correction Notice) July 
(To Remove Assessment Feature) Aug. 
(Deviation Filing Disapproved) . .Sept. 

Atlantic Mutual Grou ew York 
(Deviation Approve } sece 


.---. May 
Oct. 


July 


Oct. 


May 
July 


Aug. 


July 
July 


Balfour-Guthrie Insurance, San Francise 


(New Carrier) 
Bituminous Companies, Rock ‘Island 
(Hesse, Exec. Vice President) 
Blackstone Mutual Fire, Providence 
(Changes Name) 
Blackstone Mutual, 
(Merge Business) 
Caisse Centrale De Reassurance, 
Paris, France 
(Appoints U. 8S. Manager) 


Camden Fire, Camden 
(New Secretary ) 

Carolina Casualty, Burlington 
(Capital Increase) 

Cited) 

Celina Mutual Casualty, Celina 
(Changes Name) 

Central Surety and Insurance, 
Kansas City 
(New Director) Dee. 

Century Insurance Group, New York 
(U. 8S. Manager to Retire) 

Citizens Casualty, New York 
(Capital Increase) 

(See Arex Indemnity) 
{c apital Changes) 

Colon fl Mutual Tascsity, Piitadeighia 
(Suspended) 

Colonial ‘Mutuai Fire, Phiiadeiphia 
(Suspended) o 

Commercial Union Group, New York 
(New Director) 

Community Mutual, Philadelphia 
(See American Mutual Benefit) 

Continental Companies, Chicago 
(Elects Vice President and 

Secretary) 

Cornbelt._ Insurance, 

(New Company) 


July 


Providence 


wierd 


Equity General, Miami 
(New York License) ............ Sept 
Emmeo Casualty, South Bend 
(Changes Name) 
Excelsier Insurance, Syracuse 
(New Director) 
(To Issue New Stock) 
Excess Insurance of America, New York 
(Merging) 


Farm Bureau Companies, Columbus 
(Kramer, Assistant to President). Per 
(Credit for Driver Courses) uly 


(Major Medical Expense Policy). .July 


For December, 1953 


1438 
139 


127 


107 


p. 129 


139 


.. 129 


107 
119 
119 
127 


143 
107 


119 


107 
107 


ec. 120 


143 
131 
43 


131 


121 
132 


129 
144 


108 
108 


Farm Bureau Mutual Auto, Columbus 
(File Independent Auto Schedules) 
Aug 
Approved) 
Sept 
Indianapolis 
.Aug 
Oct 


120 

(Trained Driver Discount 

132 

Farm Bureau Mutual, 
(Names Secretary) 
(Names Treasurer) 

Federal Insurance, New York 
(Merger Proposed) 

(See U. S. Guarantee) ... 

Federal Mutual Fire, Boston 
(Changes Name) 

(New Director) 

Fire and Casualty, Hartford 
(To Expand Operations) 
(Increases Capital) 

Fire Association, Philadelphia 
(Capital Increase) . . Dee 

Fireman's Fund Group, San Francisco 
(File Independent Auto Schedules 


120 
139 
. June 122 
-Aug. 122 
Sept. 132 
Sept. 132 


July 
Oct. 


108 
139 


130 


(New Comprehensive Policy) 
(New Director) > 
Fireman’s Fund Indemnity, San Francisco 
(Leaves Bureau) ...Nov. 127 
Firemen’s Insurance, Newark 
(Increases Dividend) 


Nov. 128 


General America Group, 
(New Director) 
(New Auto Carrier) 
(Advancements) 

General Fire & Casualty, New York 
(New President) 

Glens Falls Group, 
(New Director) ae a 

Globe & Rutgers Group, New York 
(Youngman, Chairman) 

(New Jirectors) ; 

Government Employees, 
(Dividend Increase) ... 

Grain Dealers Mutual, Indianapolis 
(Executive Appointments) 

(New Director) 
Grain Dealers Mutual, Indianapolis 
(New Director) coos OS 

Grangers Mutual, Middletown 
(Correction) 

Great American Group, New York 
(Proposed Reorganization) 
(Reorganization Voted) 

Gulf Insurance, Dallas 
(Stock Dividend) 


Seattle 

108 
139 
131 


.July 
.Oet 
Dec 

; June 122 

Glens Falls 

June 122 

June 122 

June 123 
Washington 

Oct 


Oct. 140 


 -UEet 
Dee 


140 
132 


June 123 


Hamilton Fire, New York 
(Changes Name) 
Hartford Accident, Hartford 
(Executive C hanges) 
(Promo*ions) 
Hartford Fire Group, 
(New Director) 
Hearthstone Insurance, 
(Wins Temporary 
Order) 
Home Indemnity, New York 
(Hargrett, Director) 
Home nsurance, New York 
(One Hundred Years Old) 
Home Insurance, Honolulu 
(New President) ... May 145 
Houston-American Insurance, Houston 
(New Company) Nov 


July 109 


-Aug. 120 
140 
Hartford 
133 
Boston 
Restraining 
Dec. 132 
-May 145 


May 144 


128 


Inland Empire Insurance, 
(Howay, Vice President) 
Inland Mutual, Huntungton 
(See Carolina Casualty) 
Insurance of N. A. Group, 


Salt Lake City 
June 123 
.Dece. 130 
Philade ‘iphis i 
(New Inland Marine Form) -June 1: 
(New Vice Presidents) .. 12 
Insurance Co. of N. A., Philadelphia 
(Stock Dividend) 
Insurors Indemnity, Tulsa 
(Change in Control) . 145 
International Re-Insurance, Dover 
(Liquidation Completed) ... Se 134 
International Service, Fort Worth 
(Capital Revision) .. Sept 
Interstate Casualty, Bloomington 
(Changes Name and Capital) 


. 
3 
3 
lec, 132 


May 


134 


Sept. 133 

Jefferson Insurance, New York 
(Capital Increase Voted) Dec. 132 

Keystone Mutual Casualty, Pittsburgh 
(Rehearing Time Extended) ......Dee. 133 


On 


LaSalle Casualty, Chicago 
(See American Income) 
Lloyds Fire, San Antonio 
(Receiver Appointed) 
Louisville Fire & Marine, 
(New President) 
Lowell Mutual Fire, 
(New President) . 


Sept. 131 


July 
Louisville 


109 
une 123 
141 


Lowell 
eons Oct 


1953) 


Lumbermens Mutual Casualty, 
(See American Motorists) 
Lumber Mutual Fire, Beaten 
(New Director) 
(Strong Advanced) .. 
(Beckford Heads Lumber 


Chicago 
July 107 
June 124 
... dune 124 
Mutual) 
Sept. 14 
Manhattan Casualty, New York 
(Management Changes) 
Manufacturers Fire, Philadelphia , 
(Capital Increase) . Sept. 
Marquette Casualty, New Orleans 
( Appointments) 
(New Vice President) és 
Maryland Casualty, Baltimore 
(To Retire Preferred Stock) 
(Preferred Issue Ketired) .. 
Massachusetts Bonding & Insurance, 
(Resumes Dividends) . . .Dee. 
Merchants Indemnity, New York 
(Merger Voted) .. 
Mercury Insurance, St. 
(Stock Dividend) ° 
Meridian Mutual, Indianapolis 
(Russell Elected President) 
Meritplan —— Los epeainee 
(New Company ‘ 
Michigan Mutua 
(New Directors) — ° May 146 
Minnesota Farm Bureau Mutual, St. Paul 
(New Casualty Company) . Oct 
Mission Indemnity, Pasadena 
(Revises Capital Structure) 
Motor Vehicle Casualty, Chicago ; 
(100% Stock Dividend Declared) .June 124 
Munro Reinsurance Group, New York 
(New Secretary) Oct. 141 
Mutual Benefit Health & Accident, Omaha, 
(Air Travel Insurance) ..-Nov. 128 
Mutual Fire, Marine, = 
(Advancements) . ...dJune 124 
Mutual Fire Soc iety, “Mount Pleasant 
(Voluntary Liquidation) ee Oct 
Mutual Service Casualty, St. Paul 
(To Recognize Driving Courses) 
(New Vice-President) 


June 124 
135 


141 
138 


Oct. 
. Dec 


July 100 
Aug. 121 
Boston 

133 

Dec. 133 

Paul 

. Sept. 14 


May 146 


July 110 


141 


Sept. 135 


Philade iphia 


141 


May 146 
Sept. 135 


National Casualty, Detroit 

(Continuous Auto Policy) . Oct. 
National of Hartford Group, ‘Hartford * 

(New Directors) Dec, 135 
National Union Group, —— 

(Capital Increase) . 
New Amsterdam Group, 

(New Director) 
New Hampshire Fire, Manchester 

(Turner, New Responsibilities) 
North American, San Antonio 

(See Lloyds Fire) 
North Carolina Farm 

Greensboro 

(New Company) 
Northeastern Insurance, 

(Executive Changes) 
Northern Insurance, New York 

(To Write Participating Policies) 
Sept 
. Dee 


142 


May 147 
‘Baltimore 


June 124 
Aug. 121 


neneas July 109 
Bureau Mutual, 
Dee, 134 
Hartford 
.. June 12 


1Aa% 


(Stock Dividend Proposed) 134 


Ohio Casualty, Hamilton 
(Stock Dividend) June 

Ohio Hardware Mutual, Coshocton 
(Executive Appointments) 


May 147 
Pan American Casualty, Houston 
(To Declare Stock Dividend) . Aug 
Penn-Liberty Insurance, Philade — 
(One third Interest Sold) ...»May 146 
(See American Liberty) Aug. 119 
Pennsylvania Lumbermens, Philasepee 
(New Appointments) Aug. 121 
The Poulsen Insurance of America 
Chicago 
(New A. & H. Carrier) 
Prudential Insurance of G. 
(Executive Appointment) 


121 


Co. 


Aug. 121 


Insurance, Hartford 

Vice President) ee 122 
ape 

..May 147 

.... June 12% 
Rushtown 

122 


Resolute 
(Ward, 

Royal-Liverpool Group, 
(New A. H. Forms) 
(Lewis, Advanced) 

Rush Township Mutual, 
(Changes Name) 


St. Paul Group, St. Paul 
(Centennial Celebration) 
(Leaves General Cover Associa- 

tion) 

Saskatchewan Government, Regina 
(Government Inroads) . July 
(Appointments ; Plans to Expand) Dee. 

Saskatchewan Guarantee, Regina 
(Government Inroads) ... July 110 

Saskatchewan Guarantee & Fidelity, Regina 
(See Saskatchewan Government) Dec. 134 

Seaboard Mutual Casualty, —— 
(Assessment Order) . June 125 


..June 125 
. 129 


110 
1” 


145 





Seaboard Surety, New York (See Wyoming Valley Fire) ....July 110 (See Hamilton Fire) y 109 
(Stock Dividend) \ ..May 147 Stuyvesant Insurance, New York 1. S. Fidelity & Guaranty, Baltimore 
Secured Casualty, Indianopolis (Life Affiliate Being Formed) ...Aug. 122 _ (Official Changes) June 125 
(Proposed Merger) Dec, 1 Texas Mutual Insurance, Austin . S. Guarantee, New York 
Secured Fire and Marine, Indianapolis (‘‘Non-Assessable” Policy Held (See Federal Insurance) » 122 
(See Secured Casualty) Dec, 1! Assessable) .. ° Sept. 135 (Merger Concluded) 
Selected Kisks Indemnity, Lranchville Travelers Group, Hartford 
(To Increase Capital) ; . 14 (New Vice Presidents) June 125 Washington Assurance, New 
Selective Auto and Fire, Seattle Truckmen’s Insurance, New York (See Merchants Indemnity) ~ 
(See General America Group) Oct, 139 (Incorporation Papers) .. Aug. 122 What Cheer Mutual Fire, Providence 
Southeastern Fire, Charlotte (Merge Business) cine 
(New Vice President) .... ... duly 110 World insurance Company, Omaha 
Southern Fire & Marine, Atlanta United Benefit Fire, Omaha (To Fight California Ruling) ....Oct. 
(Keorganization) ee Aug. 122 (Stock Purchase Offer) ..........Nov. 129 Wyoming Valley Fire, Warsaw 
State Farm Mutual Automobile, Isloomington United Pacific, Tacoma (Mutuals Merge) July 110 
(State Farm Volume Booms) Sept. 135 (Advancements) .. .. Dee, 134 


State Fire and Casualty, Miami Underwriters at Lioyd's, London Zurich Group, Switzerland 
(Additional Capital) .... »+++-Nov. 129 


: (Premiums and Claims) Aug. 123 (Adopts Merit Classification 
Sterling Fire, Cobleskill United Fire, New York lan 


— In This Issue — 


Netna Insurance Group, Hartford, Conn 22 Lloyd 
Actna Life Affiliated Cos., Hartford, Conn 
Agency Managers Ltd., New York, N. Y 
Airkem, Ine New York, N. Y 

state surance Co,, ¢ 7 a: athe 
co ~ sath poem M ‘ys ine mee Le Washington, D). ¢ uM Manning ¢ HORS, r, A., Dallas, Texas 
American Aq isal Co., M aukee, My et ao Manufacturers’ Appraisal Co., Philade Iphia, Pa 

‘ ppraisa ’ ilwaukee, Wi oe ' : 

American- Associated Insurance Cos., St. Louis, Mo 5 Marbury & Co., Win, A., Ruston, La 
a eteianin <ieammtter ir Ie i ae Pa 4 Markel Service, Tne Richmond, Va. .. 
American Credit inde atte in ees nee Ma Martin & Co,, Ine., Roy, New Orleans, La, 
American District Telegraph Co “New York N. ¥ ( Maryland Casualty Co., Baltimore, Md. - 1 
imerieam Reults (oP a Genie Went Ot Melling & Bevingtons Ltd., Montreal, Canada 
American Fire & Casualty Co Gelanae Fla Millers Falls Paper Co., Millers Halls, Mass 
i caehene ia aA (iene res a gt . : Millers National Insurance Co,., Chicago, Il 

cages. paqnedl™-pegecnpey Anning tos 4 UBTON, LOXRS ' Moyer Ageney, Ine., R. Kirk, New Orleans, La 
American Home Fire Assurance Co., New York, N.Y , Mutual Benefit Health & Accident Ass'n, Omaha, Neb 
American [Insurance Group, Newark, N. J : 
American International Underwriters Corp., New York ( National of Hartford Group, Hartford, Conn 
American Motorists Insurance Co., Chieago, Tl uv National Surety Corp., New York, N.Y. . 
American Plan Corp., New York, N.Y ( Nelson & Stross, New York, N. ¥ seseerees 
American Polieyholders’ Insurance Co Soston, Muss New Amsterdam Casualty Co., Baltimore, Md. 
American Reinsurance Group York, N. Y ‘ New Hampshire Fire Ins. Co,, Manchester, N. H 
American Surety Co.. New WN. Y New Zealand Ins, Co., Ltd., San Franciseo, Cal 
Anchor Casualty Co. &t ; Minn ‘ Northeastern Insurance Co., Hartford, Conn 

“ Northern States Envelope Co., St. Paul, Minn 
Babaco Alarm Systems, Ine., New York, N. \ Northwestern Mutual Fire Ass'n, Seattle, Wash 
Lituminous Casualty Corp., Rock Istand, Tl Hs) * ' . 
Booth, Potter, Seal & Co., Philadelphia, Pa ‘ Ohio Casualty Insurance Co., Hamilton, Ohio 
Boston-Old Colony Group, Boston, Mass ; Ohio Farmers Companies, LeRoy, Ohio 
urns, Tne rank, Seattle, Wash Pacific National Fire Insurance Co., San Francisco, Cal 
Celina Mutual Insurance Co., Celina, Ohio - Pan American Casualty Co., Hlouston, Texas 
Central Surety & Insurance Corp., Kansas City, Mo Paull & Son, Inec., Alfred, Wheeling, W. Va. 
Cimarron [osurance © Cimarron, Kan 3 Pearl American Group, New York, N 
Cobb and Co., James ©., Durham, N.C : Peerless Casualty Co., Keene, N, H : 
Commercial Standard Insurance Co., Fort Worth, Texas . Pension Planning Co., New York N. ¥ 
Connecticut General Life [nsurance Co., Hartford, Conn a6 Preferred Fire Insurance Co., Topeka, Kan ; 
Conover & Co., Chase, Chicago, Tl ‘ : Provident Life & Accident Insurance Co., Chattanooga, Tenn 
Continental Assurance Co., Chieago, Tl ag Prudential Insurance Co., Newark, N. J 
Copy-Craft, Inc., New York, N. ¥ Recordak (Eastman Kodak Co.,) Rochester, N. ¥ 
Corroon & Reynolds, Ine., New York, N.Y 0 Recording & Statistical Corp., New York, N. ¥ 
(-0-Two Fire Equipment €Co., Newark, N. J 2 Redmond & Shaughnessy Litd., Montreal, Canada . 
Crum & Forster, New York, N. ¥ ‘ Reed, Shaw & McNaught, Ltd., Montreal, Canada 
Cudd & Coun, Ine Spartanburg, S. ¢ 3 Reinsurance Agency Ine., Chicago, 
Thales j Montreal, Canada : Reinsurance Underwriters, Ine., San Francisco, Cal 
Dimling Los Angeles, Cal 7 Remington Rand Ine., (Management Controls Div.) N. 
Dotson Co Helena, Mont : Rimmer & Co., Frank, Dallas, Texas 
Dubuque Fire & Marine Insurance Co., Dubuque, Lowa Rising Paper Co., Housatonic, Mass 
Mastman Kodak Co., Verifax Div., Rochester, N.Y iy Ritter General Agency, Denver, Colo. 
Employers Reinsurance Corp., Kansas City, Mo k Royval-Liverpool Insurance Group, New 
Esterbrook Pen Co., Camden, N. J is Royal Typewriter Co., New York, N. ¥Y 
Excess Insurance Co. of America, ew York, N.Y 2 St. Paul Group, St. Paul, Minn 
Excess Underwriters, Ine New York ‘ d Schroeder Hotel, Milwaukee, Wis a 
Fire Association of Philadelphia Phitadetp hia, Da ' Security-Connecticut Companies, New Haven, Conn 
Fireman's Fund Group, San Franciseo, Cal . Security Mutual Casualty Co., Chicago, Il . 
Firemen’s Insurance Co., Newark, N. J Seibels, Bruce & Co., Columbia, S.C. .. Opposite Inside Front Cover 
First Boston Corp., New York, N. ¥ Smith, Corona Ine., Syracuse, N.Y 70 
Foster & Son, J. 1 Fort Worth, Texas ; Southwest General Insurance Co... Dallas, Texas 
Froggatt & Co., Tne Joseph, New York, N. ¥ ‘ ‘ Springfield Group, Springfield, P 
Fulton Fire Tnsurance Co., New York, N. ¥ Standard of Detroit Group, Detroit, Mich 
ens Falls Insurance Co., Glens Falls, N.Y State Farm Insurance Companies, Bloomington, Il 
Globe & Rutgers Fire Insurance Co., New York, N. ¥ 3 Stewart, Smith (Canada) Ltd., Montreal, Canada 
Granite State Fire Insurance Co., Manchester, N. Hl { Stewart, Smith (Illinois) Ine., Chicago, I 
Hampson & Son, Ltd, Robert, Montreal, Canada d Sun Insurance Office, Ltd... New York, N.Y. . 
Hanover Fire Insurance Co,, New York, N. ¥ Tressel & Associates, Harry S., Chieago, Ill 

Iiurford Mutual Insurance Co., Bel Air, Mad Trinity Universal Insurance Co., Dallas, Texas 
Hlawkeve- Security Insurance Co., Des Moines, Lowa : Tri-State Insurance Cos., Tulsa, Okla. cae 

Hoey, Ellison & Frost, Ine New York, N. ¥ ‘ United Pacific Insurance Co., Tacoma, Wash 

llome Insurance Co New York, N.Y . 3 United States Casualty Co., New York, y 
Hlouston Fire & asualty Tnsurance Co., Fort Worth, Texas United States Fidelity & Guaranty Co., Baltimore, Md 
Howard & Co, Ltd, Robert, Montreal, Canada ] United States Underwriters, Inc., Miami, Fla 

Hunter Lyon, Ine Miami, Pla : Unity Fire & General Insurance Co., New York, N.Y 
IHinois Fire Insurance Co., Chicago, Hl { Itilities Insurance Co., St. Louis, Mo vr 
Industrial Insurance Co., Des Moines, Lowa d Western Insurance Companies, Fort Scott, Kan 

Ins. Co, of North America, Philadelphia, Pa Back Willeox & Co., Ine., Albert, New York, N. ¥ 

Ins, Co, State of Pennsylvania, Philadelphia, Da " Willis, Faber & Co., Montreal, Canada 

Inter-Ocean Reinsurance Co., Cedar Rapids, Lowa 23 Wilson Co., Ltd., A. E., Toronto, Canada 

Kansas City Fire & Marine Ins, Co., Kansas City, Mo a Wolfe, Corcoran and Linder, New York, N. ¥ 

Kolob Corporation, Salt Lake City, Utah ‘ Woodward & Fondiller, Inc., New York, N. ¥ 

ia Mers Studio, New York, N. \ ‘ i Woodward, Ryan, Sharp and Davis, New York, N. ¥ 
Leonhart & Co,., Ine., Baltimore, Md. . 5 5 Yorkshire Insurance Group, New York, N : vad 
Life of Virginia, Richmond, Va eve 3 Zurich-American Insurance Cos,, Chicago, IL, 


Thomas Co., Chicago, Hh .. 

London Assurance Group, New ' o_ 
London & Lancashire Group, Harttold. Conn 
Loyalty Group, Newark, J cabo 
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THE AMERICAN INSURANCE COMPANY 


BANKERS INDEMNITY INSURANCE CO - THE JERSEY FIRE UNDERWRITERS 





THE PLUS VALUES OF REPRESENTING E NORTH AMERICA COMPANIES—No. 2 in a series 





to more Valuable Records — 
Accounts Receivable insurance sales! 


When you pioneer in the development of a certain insur- 
ance coverage, you're bound to learn plenty that will help your 
agents in selling it! That's what North America Companies did 
with Comprehensive Records insurance, first written by one com- 
pany of our group more than twenty-five years ago. 


You command these years of underwriting and loss adjust- 
ment experience when you represent any one of the North 
America Companies. 


You'll find, too, that representing the North America is a 
key that opens many doors to success in your selling efforts. 


Ask the nearest North America Service Office Manager to 
give you other examples of the “Plus Values” of becoming 
associated with this pioneering insurance group. 


NORTH AMERICA COMPANIES 


Insurance Company of North America 
Insurance Company of North America 


Fire and Marine Insurance Company 


PROTECT WHAT YOU HAVE Philadelphia 1, Pa 





